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HE 


notes would be used in this country as a 


announcement that British treasury 

means of paying British debts was the most 
significant action yet taken by that belligerent na- 
tion. It meant that England was trying to avoid 
further gold shipments. Coupled with this simple 
interpretation was the inferential expression of 
opinion that we should aid England to bear her 
financial burdens. From England’s viewpoint there 
could be no further search for reasons to justify 
her conclusion as to what we should do. 

Other reasons have, however, been advanced. 
These reasons affect us rather than England and, 
whatever their source, are designed to show that 
the extension of' practically unlimited credit to 
England is for our interest, profit and advantage. 
It is contended: 

1. We are suffering from a surfeit of gold. The pos- 
session of what we have is more than enough for our 
needs and the increase of the amount opens the way to 
over-expansion and its accompanying evils of specula- 
tion, foolish ventures and a compensating collapse. 

2. That the process of stripping a customer inevitably 
reacts to harm the seller. If we take England’s all, she 
will have to stop buying because of inability to pay. 

3. England has been the guardian of the gold standard. 
If her gold stocks are depleted and mortgaged, she 
will be compelled to abandon the gold standard. Gold 
will then be demonetized and, because of England’s com- 


manding financial position, the whole world, including 
the United States, will suffer. 


THE FEDERAL RESERVE BOARD’S WARNING 


4. The credit of the United Kingdom is beyond ques- 
tion. No such demonstration of financial stability was 
thought possible feur years ago. What England owes 
will be paid and must be classed as a safe investment 
of the highest character. 


On the other hand it is contended: 


1. That it is impossible to be surfeited with gold. 
The question, since the Federal reserve system came into 
operation, is the economic use of gold and the manner 
of its control and distribution. If our gold is properly 
distributed and under control, it can not be harmful. 

2. England is not going to be stripped of her gold. 
More than two-thirds of the world’s gold supply is pro- 
duced in the British Empire. England can continue to 
pay in gold. 

3. The gold standard is in no danger of desertion. 
To abandon it would harm England more than any other 
country. She controls the gold market and she produces 
an insignificant amount of silver. No nation is so much 
interested to maintain the gold standard and even if 
gold payments were suspended, demonetization would not 
follow. 

4. The credit of the United Kingdom is admitted. 
The question from the American point of view is not the 
stability of England’s credit, nor, at present, its extent. 
The question is the liquidity of the commercial banks of 
the United States and this must be jealously guarded. 


The variation in the points as presented is sig- 
nificant. The argument seems to lead to the elimi- 
nation of all points except the position of Ameri- 
can banks and the effect of loading them up with 
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British obligations, and the moral duty of the 
United States. 

In respect of the latter opinion will differ. 
However, there will probably be no contention that 
it is our war. So far as humanity is concerned, 
this country is discharging its full duty in char- 
itable enterprise and in paying the penalties that 
are incidents to a world conflict. The charitable 
enterprises are obvious. The penalties are con- 
crete. Despite the prosperity which the war has 
brought to business, and the trade developments, 
which are in terms of permanence prospective 
rather than real, the penalties are painfully high 
prices and a measure of deprivation which prom- 
ises to increase. If we submit in this respect with- 
out imposing embargoes or easing our strain by 
other arbitrary means, it seems about as great a 
price as is demanded at present. We have pro- 
fessed to voice the neutral axiom that even now we 
are doing nothing for or with England that we 
would not do for or with Germany or Austria if 
circumstances permitted. 

Relations with England are then on a strictly 
business basis. We may be moved by sentiment as 
individuals but as a nation sentiment is out of place. 
Our job is to maintain our own financial stability 
and guard against temptations to permit profits to 
lead us from well-defined paths. Individuals may 
invest in foreign securities. Munitions makers may 
take from their customers whatever satisfies them. 
The caveat emptor of the common law is applicable 
in these cases. It may be stated further that banks 
in general and banks that are members of the re- 
serve system may place their funds as seems wise 
to their managers, but, in respect to these, it is 
pertinent that they have the best information and 
the benefit of such guidance as authoritative in- 
formation can give. 

It was in accordance with this duty that the 
Federal Advisory Council, after discussion of the 
general situation with the Federal Reserve Board, 
ventured to issue what may be classed as a warning 
to member banks. 

The full text of the statement issued by the 
Federal Reserve Board, after the meeting with the 
Advisory Council, follows: 


“The Federal Advisory Council devotes its attention 
to a survey of business conditions throughout the coun- 
try, to reserve conditions in the several districts, and 
in this connection, to a consideration of the situation 
produced by the large and continuing imports of gold. 
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“The Courcil considered means for making effective 
in a greater degree the transfer of vault money by 
member banks to their respective Federal reserve banks 
—a process rendered possible by the recent amendment 
to the Federal Reserve Act. It was agreed that this 
is a desirable development and that it should be en- 
couraged, 

“The Council announced itself as in entire accord 
with the views already expressed by the Board, suggest- 
ing caution and moderation in the use of those credits 
which, being open for a long period of renewals, lose 
their character as essentially self liquidating transactions 
of short maturity. 

“The Council renewed its recommendation that the 
National Bank Act be amended so as to enable national 
banks in reserve and central reserve cities to establish 
branches within those cities. 

“Another recommendation made by the Council was 
to ask Congress at its approaching session to amend the 
Federal Reserve Act so as to provide that the final steps 
specified in the Act be taken early in the year 1917 
instead of in November of that year as now provided, 
so that balances with reserve agents should cease to be 
counted as reserve after February or March, 1917. This 
change would reduce materially the present excess_re- 
serves, amd the so-called reserves now kept by country 
banks with correspondent banks, would ‘henceforth be 
considered properly as bank balances only. This is a 
change which under the law must be made not later 
than November 16, 1917. In the opinion of the Federal 
Advisory Council and of the Federal Reserve Board, it 
could be effected now or in the near future without .in- 
convenience and to the real benefit of the country. Both 
bodies agreed that it would be highly desirable to make 
this change at a time when we are certain that it can 
be done without any shock or jar, and when the increase 
of real reserves with the Federal reserve banks, would 
be so effective in strengthening the control of the coun- 
try’s gold supply, and would at the same time minimize 
any apprehensions that might be felt because of its in- 
creasing volume. 

“While all members of the Council reported excel- 
lent business conditions in their districts, statements 
were made that-here and there some indications of in- 
creasing demand for credit facilities are to be noted, as 
well as a tendency on the part of some banks toward 
over investment of funds. 

“Members of the Board and of the Council expressed 
the view that there are no dangers that need come from 
further importations of gold in settlement of our heavy 
trade balances, provided proper methods are employed 
to control the gold and to prevent undue expansion. The 
consensus of opinion was that a general adherence to a 
policy of prudence and conservatism would be the surest 
means of maintaining our present prosperous condi- 


tions.” 


The Reserve Board and the Advisory Council 

seemed to advance this meaning with some hesita- 
tion. Their views were expressed in cryptic terms. 
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Interpretations of the meaning varied. Finally 
the Board, nearly a week after the Advisory Coun- 
cil had adjourned, issued the following: 


“In view of contradictory reports which have ap- 
peared in the press regarding its attitude toward the 
purchasing by banks in this country of treasury bills of 
foreign governments, the Board deems it a duty to 
define its position clearly. In making this statement the 
Board desires to disclaim any intention of discussing 
the finances or of reflecting upon the financial stability 
of any nation, but wishes it understood that it seeks to 
deal only with general principles which affect all alike. 

“The Board does not share the view frequently ex- 
pressed of late, that further importations of large 
amounts of gold must of necessity prove a source of 
danger or disturbance to this country. That danger, the 
Board believes, will arise only in case the inflowing gold 
should remain uncontrolled and be permitted to become 
the basis of undesirable loan expansions and of inflation. 
There are means, however, of controlling accessions of 
gold by proper and voluntary co-operation of the banks 
or if need be by legislative enactment. An important 
step in this direction would be the anticipation of the 
final transfer of reserves contemplated by the Federal 
Reserve Act to become effective on November 16, 1917. 
This date could be advanced to February or March 1917. 
Member banks would then be placed on the permanent 
basis of their reserve requirements and fictitious reserves 
would then disappear and the banks have a clearer con- 
ception of actual reserve and financial conditions. It 
will then appear that while a large increase in the 
country’s gold holdings has taken place the expansion of 
loans and deposits has been such that there will not re- 
main any excess of reserves, apart from the important 
reserve loaning power of the Federal reserve banks. 

“In these circumstances the Board feels that mem- 
ber banks should pursue a policy of keeping themselves 
liquid; of not loaning down to the legal limit; but of 
maintaining an excess of reserves—not with reserve 
agents, where their balances are loaned out and consti- 
tute no actual reserve, but in their own vaults or prefer- 
ably with their Federal reserve banks. The Board be- 
lieves that’ at this time banks should proceed with much 
caution in locking up their funds in long term obliga- 
tions or in investments, which are short term in form 
or name but which, either by contract or through force 
of circumstances, may in the aggregate have to be re- 
newed until normal conditions return. The Board does 
not undertake to forecast probabilities or to specify cir- 
cumstances which may become important factors in de- 
termining future conditions. Its concern and responsi- 
bility lies primarily with the banking situation. If, how- 
ever, our banking institutions have to intervene because 
foreign securites are offered faster than they can be 
absorbed by investors—that is their depositors—an ele- 
ment would be introduced into the situation which, if not 
kept under control, would tend toward instability, and 
ultimate injury to the economic development of this 
country. The natural absorbing power of the invest- 
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ment market supplies an important regulator of the 
volume of our sales to foreign countries in excess of the 
goods that they send us. The form which the most re- 
cent borrowing is taking, apart from reference to its 
intrinsic merits, makes it appear particularly attractive 
as a banking investment. The Board, as a matter of 
fact, understand that it is expected to place it prima- 
rily with banks. In fact it would appear so attractive 
that unless a broader and national point of view be 
adopted, individual banks might easily be tempted to 
invest in it to.such an extent that the banking resoruces 
of this country employed in this manner might run into 
many hundreds of millions of dollars. While the leans 
may be short in form and severally may be collected 
at maturity, the object of the borrower must be to at- 
tempt to renew them collectively, with the result that 
the aggregate amount placed here will remain until such 
time as it may be advantageously converted into a long 
term obligation. It would, therefore, seem as a conse- 
quence that liquid funds of our banks, which should be 
available for short credit facilities to our merchants, 
manufacturers and farmers, would be exposed to the 
danger of being absorbed for other purposes to a dis- 
proportionate degree, especially in view of the fact that 
many of our banks and trust companies are already 
carrying substantial amounts of foreign obligations, and 
of acceptances which they are under agreement to re- 
new. The Board deems it, therefore, its duty to caution 
the member banks that it does not regard it in the 
interest of the country at this time that they invest in 
foreign treasury bills of this character. 

“The Board does not consider that it is called upon 
to advise private investors, but as the United States is 
fast becoming the banker of foreign countries in all 
parts of the world, it takes occasion to suggest that the 
investor should receive full and authoritative data— 
particularly in the case of unsecured loans—in order 
that he may judge the future intelligently in the light 
of present conditions and in conjunction with the 
economic developments of the past. 

“The United States has now attained a position of 
wealth and of international financial power, which, in 
the natural course of events, it could not have reached 
for a generation. We must be careful not to impair 
this position of strength and independence. While it 
is true that a slowing down in the process of credit ex- 
tension may mean some curtailment of our abnormally 
stimulated export trade to certain countries we need 
not fear that our business will fall off precipitately 
should we become more conservative in the matter of 
investing in loans, because there are still hundreds of 
millions of our own and foreign securities held abroad 
which our investors would be glad to take over, and 
moreover, trade can be stimulated in other directions. 

“In the opinion of the Board, it is the duty of our 
banks to remain liquid in order that they may be able 
to continue to respond to our home requirements, the 
nature and scope of which none can foresee, and in 
order that our present economic and financial strength 


may be maintained when, at the end of the war, we shall 
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wish to do our full share in the work of international 
reconstruction and development which will then lie 
ahead of us, and when a clegrer understanding of 
economic conditions as they will then exist, will enable 
this country more safely and intelligently to do its 
proper part in the financial rehabilitation of the world.” 


There was no chance apparently to mistake 
the meaning of this statement, but there was the 
usual misinterpretation in headlines. One news- 
paper said the Board was forbidding member banks 
to invest in foreign securities. Another said the 
“United States Warns Against War Loans.” 
Others sought motives and purposes supposed to 
be hidden beneath a surface of words. 

As a matter of fact, the Reserve Board was 
for the first time exercising its highest duty. It 
was advising the banks out of the fulness of its 
information. It gave the advice after consultation 
with bankers from all reserve districts. These 
bankers form a Coyncil which for the first time 
justified its existence. Circumstances dictated the 
form of the statement. 

Unfortunately the Federal reserve system has 
not yet been developed to the point where the in- 
crease or the decrease in the reserve banks’ rates 
tells the entire story of the credit situation. The 
rediscount rate is only beginning to promise to have 
such significance. The two organizations were, 
therefore, obliged to make some other kind of an- 
nouncement if they made any at all. 

In reaching their conclusions they had at hand 
much information. The whole country is included 
in the scope of the observation of the members of 
the Advisory Council. 
daily from each reserve bank a report of its opera- 
It was able, therefore, to supplement the 


The Reserve Board receives 


tions. 
general knowledge of the Council with exact in- 
formation. Until the Federal Reserve Act brought 
these two bodies into existence, there was no force 
comparable in equipment or in capacity to meet 
such Their recommendations are, 
therefore, valuable. They are not arbitrary and 
they are not final; they are advisory. They do not 
say that the banks shall not invest in British 
treasury notes or anything else. They suggest 
caution. They explain the effect of extensive in- 
vestments in such securities not on any bank or set 
of banks but on the credit structure of the country. 

The Reserve Board is in possession of specific 
If the extent of rediscounting means 
It is able to 


situations. 


information. 
anything the Board knows it first. 
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interpret variations in total rediscounts and in 
localities with some precision. It knows the sig- 
nificance of larger operations by member banks 
with the Federal reserve bank of any district, for 
instance, and it could not shut its eyes to the fact 
that the surplus reserve item for the clearing house 
banks of New York has shrunk to small propor- 
tions. It has suggested that the transfer of reserve 
funds to the reserve banks be set for several months 
prior to the date (November 16, 1917) now fixed 
by law. The plain purpose of the suggestion is to 
hasten the end of the practice of counting balances 
with agents as reserves, not because of love for 
economic scig¢nce, but because the fiction in this 
method of computing reserve makes an accurate 
survey of the situation impossible and accurate in- 
formation is highly essential in these baffling times. 

Another phase of the situation that is now in- 
teresting is the distribution of funds throughout the 
country. In the process of holding funds in the 
communities where they originate, the country 
national banks now hold reserves of twenty-six 
per cent., with only twelve required, while the 
surplus reserve of reserve city and central reserve 
city banks is becoming almost dangerously low. 
Unless the position of the reserve banks is strength- 
ened the country will face the situation of decen- 
tralization by depriving city banks of funds with- 
out the compensation of centralization in the re- 
serve banks. If the stability of the credit structure 
rests on the scattered country banks or on them in 
part, more emphatic warnings against unliquid 
transactions will be in order. 

The cautionary signal of the Reserve Board is 
one of the most hopeful indications of the useful- 
ness of the reserve system. The next movement 
will be an increase in the rates of rediscount. 

Heretofore these rates have had no particular 
significance. ‘They have been almost invariably 
The 
maturities of rediscounted paper have, therefore, 
been little heeded by rediscounting banks. So 


lower than the rates on commercial loans. 


small has been the volume of rediscounts and so 
meaningless the maturities that a year ago it seemed 
doubtful if the reserve banks would ever become 
really going institutions playing an important part 
in the financial affairs of the day. Suggestions of 
retiring obsolete currency elements were frequent 
as a means of bringing the reserve banks into 


speedier action. But world events have contrib- 
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uted. Inflation has operated to produce a remedy. 
The country is rapidly growing up to the water in 
its currency and in the readjustment the capacity 
of the reserve banks may be the more sorely tried 
because of the dimensions of the credit structure 
that is being built up. 

The Federal Reserve Board might have been 
justified in making its warning more emphatic. 

Not less interesting than the Reserve Board’s 
statement was its reception by the press both here 
and in London, and its effect. 
pers were apparently mystified. 


American newspa- 
Some of them 
Others re- 
garded only the effect in export business. The 
London papers, whose editors are presumably 


resented interference of any kind. 


familiar with their own banking methods, disre- 
garded the possibility of merely sound financial 
suggestion and searched the rules of neutrality for 
something which the Reserve Board might have 
overridden. They ended by finding a political mo- 
tive which was revoiced in the statement accom- 
panying the withdrawal of the promised issue of 
British treasury notes, viz., that the Secretary of 
the Treasury and Comptroller of the Currency 
were ex-officio members of the Federal Reserve 
Board. This, of course, proved nothing at all. It 
served only to add to the mystery. 

Another singular suggestion, purporting to 
come from New York bankers, was that the Re- 
serve Board should have proceeded with more 
finesse. It should, for instance, have passed word 
quietly to bankers instead of giving out a statement 
for publication. That is what the Bank of Eng- 
land does. If there is more gold available for use 
than the managers of that bank think is necessary 
and the decrease of the discount rate does not drive 
it out rapidly enough, they will borrow it and lock 
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it up. Such an act is a great secret officially, but 
everybody knows about it. Such cameral pro- 
cedure may do well in England, but there is the 
probability of danger in such an undertaking in 
this country. One can only imagine the rumors 
that would be incident to a secret message from the 
Reserve Board to bankers. Wise heads would be 
wagging, the air would be charged with mystery 
and there would be as many varying rumors as 
there were reporters chasing them. In the welter 
the truth would be lost completely. 

How much simpler was the direct statement 
that caution is advisable! The mystery was not of 
the Reserve Board’s making. There was no inhi- 
There was not even a hint that it would be 
better if the treasury notes should be withdrawn. 
There was, in fact, no reason for withdrawing 
them. 


bition. 


They may have been very proper under 
restrictions, accompanied by the Reserve Board’s 
advice about liquidity. They might have served 
the useful purpose of aiding the process of absorp- 
Credit bills, certain 
of payment at maturity, are conceivably of value 
as a step toward refunding obligations in the form 
of bonds. But we must not lose sight of the fact 
that investment in the latter is a matter for de- 
termination by private investors and the power of 
the Federal reserve banks should not be even indi- 
rectly placed behind British war financing. Nor 
should a condition be created which would force 
the use of the power of the reserve banks to offset 
the support accorded by member banks to the 
British treasury. It is much better to have an 
authoritative word of caution as a means of pre- 
vention than a hasty meeting to prescribe a remedy 
after the crash has come. 


tion of long-time securities. 


A. D. W. 


HIGH PRICES AS A PENALTY 


O far as prices are concerned, it is doubtful if 
~ the increased quantity of gold has had an 

appreciable effect on them. If other causes 
for high prices were absent a despairing eye might 
be turned on the gold supply. But other causes 
are not wanting; in fact, they are apparent and 
numerous. We know, for instance, that ocean 


freights have advanced because shipping is scarce. 


Shipping is scarce because the belligerent nations 
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have diverted hundreds of ships to war service, 
other hundreds are interned and thousands of tons 
have been destroyed. 

Accompanying this diversion, internment and 
destruction there has come an increased demand for 
tonnage. The result is natural. Ocean freights 
have jumped. 

The wheat crop in the country is far short of 


normal. For various reasons the world’s crop is 
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short. The demand has increased because millions 
of non-producers engaged in fighting must be fed. 
The 


obvious. 


cause of high prices for breadstuffs is 

With variations, the same causes are operating 
in regard to about everything that enters into the 
cost of living. In one way or another the war ex- 
plains them all, even if other influences contribute. 
It seems unnecessary to have recourse to a doubtful 
theory to explain something that can be satisfac- 
torily explained otherwise. 

The high prices make comparisons deceptive. 
Exports, aside from munitions, have mounted to 
fairy figures, but it doesn’t follow that more goods 
are being exported. Reduced to pounds, bales and 
bushels, exports are not abnormally large. Trade 
with neutral countries has not increased greatly 
even in terms of dollars. Figures as to exports up 
to October last showed that while the increase in 
the value of our exports for the ten months was 
$1,419,000,000, the increase as to non-belligerent 
countries was only $89,000,000. From these figures 
deductions as to what may happen when the war 
ends may or may not be logical but the certain thing 
is that the imports of gold come from the nations 
at war and it is with those nations that the trade 
balance is in our favor. 

Just now the United States is shipping gold to 
South America—$8,500,000 the week ending No- 
$2,900,000 the same 


Trade relations with these countries are 


vember 18—and to Japan 
week. 
apparently not in the same position as with Great 
Britain, France and Russia. 

The money received for munitions is, however, 
the same kind of money as is paid for anything 
else. It isn’t varied by the quantity of commodities 
that is exchanged for it. The dominant fact is that 
this money has come to the United States and, 
in addition to it, have come practically all the 
securities which American enterprises had sold to 
European capitalists. Some of these are held as 
collateral, but unless there is a speedy peace they 
will be transferred and with them increasing quan- 
tities of securities not of American origin. 


The following shows the circulating media 


comprised in the general stock of money in the 
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United States November 1, 1916. 
the Wall Street Journal.) 


(Figures from 


Noy. 1, 1916 1915 


bullion 


Nov. 1, 


$2,198,113,762 
568,270,319 568,271,655 
189,695,716 186,730,386 
346,681,016 346,681,016 
238,496,920 169,390,000 

10,928,250 
726,069,290 


Gold Coin (including 

in Treasury) 
Standard Silver Dollars...... 
Subsidiary Silver. 
United States Notes......... 
Federal Reserve Notes...... 
Federal Reserve Bank Notes. 


779,917,681 


$4,780,278,487 


$4,249,104,500 

The following table shows how the gold stock 
of the country has been distributed between the 
Treasury, the Federal reserve banks and agents, 
and in circulation over the past few months and at 
certain intervals since January 1, 1915, which 
marked the inauguration of the present great im- 


port movement: 


Gen. Stock In Treasury 

Oct. 1, 1916 2,6386,009,000 275,579,000 
Ben, 4, 2,548,241,000 288,506,000 

In Fed. Reserve In Circulation 
Nov. 1, 1916........++.-+-$ 218,674,000 $2,212,496,000 


Figures indicating various things are pre- 
sented in the form of tabular comparisons but they 
would be academic presentations if there were not 
visible evidences of remarkable business conditions. 
One manifestation is extravagant prices for all 
sorts of commodities. High prices, evidenced only 
in the form of ‘index numbers, are not the same as 
the high prices which touch the individual pocket- 
book and bring startled exclamations from the 
housewife. The startled exclamations would be 
less significant if it was not for the accompanying 
prophecy that prices are of less moment than sup- 
plies. It isn’t whether coal will be twelve dollars 
a ton or shoes twenty dollars a pair that will con- 
cern the consumer next spring, say the economic 
soothsayers, but whether coal and shoes can be 
got at all. 

There come then annoying demands for em- 
bargoes on exports—demands that we consider 
our own needs rather than our trade, that we feed 
and clothe ourselves first and at reasonable prices 
and give the wanting world only what we can 
spare. Of what avail will it be to realize the 
prediction that we shall own England and France 
if we have not wherewith to feed ourselves? 


National Bank Notes....... 
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This question has not been answered. Per- 
haps the time to give it more than cursory con- 
sideration has not yet arrived. Gold is one thing 
and bread is another. If gold has not affected 
the price of bread, but the increase in its cost is 
due to the excessive demand, the logical thing is 
Bread is high in 
If we 


to divorce them in the study. 
the countries whose gold we have taken. 
must bid against them for the foodstuffs we pro- 
duce, the best we can do is to supply them with 
the means to pay. 

Ambition to be the world’s banker has been 
held to be It is contended that the 
realization of this ambition by the United States 


laudable. 


would give it a commanding position in the years 
to come. England has been the world’s banker 
for centuries. England and France have been the 
great investing nations. In their time of stress 
they found they had been laying up against it 
for many years. The people of England, at the 
beginning of the war, owned $20,000,000,000 in 
securities against property outside of England. 
This investment brought returns not only in divi- 
dends and interest but in trade. If this country 
is to become dominant or even an important factor 
in the world’s trade, it must lend money. It must 
discharge the banking function of loaning as well 
as receiving. 

In this connection England, France and Rus- 
sia, or England alone, are more important custom- 
ers than South America. England will consume 


more of our products in a year of peace than‘all 
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South America. But if England is a desirable 
customer and it is advisable to hold this custom 
when the compulsion of war is over, England must 
be treated as a desirable customer. 

The point of popular interest is that the peo- 
ple of this country have not been trained to con- 
sider foreign investments. They have not learned 
that the bonds of England and France are as good 
as the bonds of the United States and as desir- 
able investments or that the selling prices and 
the interest rates mark the borrowers’ necessities 
rather than the lenders’ risks. 

In the final analysis the gold surplus of the 
country will be more of a burden than an ad- 
vantage if it is not used and reused to help these 
borrowing nations to continue their buying. 

What of the high prices? It is the penalty 
paid for acquiring the ultimate advantage and 
benefit. 
lesson of waste-prevention is learned. The bene- 
fit will be in winning and holding a position of 
commercial and financial domination. 

The question of investment in the securities 
of the belligerent nations has no relation to the 
recent caution given by the Federal Reserve Board. 
The Board was ‘interested only to prevent com- 
mercial banks from assuming too large a load of 
securities of one kind and probably of an unliquid 


The advantage will come only if the 


character. The normal course for the return of 
surplus funds to Europe would be through the 
purchase of the obligations of those countries by 


private investors in the United States. A. D. W. 


COMMISSION GOVERNMENT 


HE number of Federal boards and commis- 
sions has been steadily increasing for some 
time. Their operations are destined to 

have a marked effect on the method of administer- 

ing affairs of government. In some respects they 
mark a departure from precedent and in nearly 
every case it remains to be demonstrated whether 
the results are to be satisfactory or unsatisfactory 
or indifferent. The outcome of what may be 
termed an experiment in this country depends in 
some measure on the personal characteristics of 
the members of the boards or \commissions but it 


is also true that the domination of political officials 
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might impair or destroy the efficiency of a board 
whose personnel is ideal. 

There has been frequent expression of mis- 
givings that this tendency in the policy of adminis- 
tration would produce “bureaucracy,” a rather 
vague term signifying irresponsible domination. 
Whatever objections may be based on such reason- 
ing, consideration must be given to the necessity 
of devising forms of administration which accord 
with new functions that government has assumed. 
Formerly commissions were established when su- 
pervisory work became too bulky for Cabinet offi- 
A glance at the 


cials or their subordinates. 
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developments will show the bureau scheme in all 
its stages. The office of Comptroller of the Cur- 
rency was one manifestation. The necessity for 
particular and technical work in relation to banks 
seemed to demand a bureau within the treasury. 
The Department of Commerce and Labor was de- 
veloped from a bureau and was later divided into 
two departments. The Federal Trade Commission 
is a product of an unsatisfactory effort with a de- 
partment bureau. 

The tendency to the establishment of such in- 
stitutions is obvious and its progress has kept 
pace with the development of relations between 
The Interstate Com- 


merce Commission, without any change in - its 


government and _ business. 


name, has grown in form and in fact until the 
Commission of today is hardly recognizable as a 
descendant of the one first authorized, and a great 
development of its powers is under consideration. 

In the beginning the purpose of all commis- 
sions was regulatory and regulatory in the sense 
of restraint. . The first impulse was to oversee 
some department of commercial endeavor and 
to prevent its wanton invasion of the rights 
of others, the others constituting the public. 
The tendency of power to override opposition, 
whether organized or unorganized, has been slowly 
curtailed and power has been reluctant to sur- 
render. But the tendency to override has become 
the tendency to surrender and with this change 
has come a change in the attitude of the commis- 
sions toward the forces to be regulated and of 
The latter 
no longer see, as a first duty, the necessity to 
impose restraint. Their purpose is rather to direct 
and organize along co-operative lines for the com- 
mon benefit—for the benefit of competitors engaged 
in profit-destroying practices and the benefit of 
the public which is now no more interested in 


the forces toward the commissions. 


securing fair treatment for itself than in permit- 
ting fair prices for business. As a part of’ this 
development may be cited the trust proclivity 
which was only another way of substituting co- 
operation and its economies for disastrous competi- 
But the 


formation of trusts was plainly an unsatisfactory 


tion with its hardships and _ losses. 


solution of the economic problem which confronted 
all business. It set organization up against un- 


organization and the co-operation that resulted was 
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party—the public—was ignored and not allowed 
to participate while the unorganized competing 
unit was either absorbed or stifled. 

No development in the guise of co-operation 
is natural unless the public, which is organized 
only as government, becomes a participant. 

The whole process finds illustration in the 
Interstate Commerce Commission whose powers 
developed from mere observation through expand- 
ing supervision to regulation and restraint and are 
now in a sense directory but without the responsi- 
bility which direction imposes. This situation is 
now well understood. For a long time there has 
been a demand that the powers of the Interstate 
Commerce Commission be further amplified so that 
it may direct or permit as well as restrain, that 
is, that it may protect the railroads which it regu- 
lates as well as restrain them. 

The newer commissions which have already 
been organized—the Federal Reserve Board and 
the Federal Trade Commission—have felt the ob- 
ligation to protect as well as to direct and super- 
vise and in few instances has there been opportu- 
nity for them to exercise their powers of restraint. 
These commissions came into existence committed 
to a policy of co-operation for the benefit of busi- 
ness and with assurance that restraint would be all 
but unnecessary because business has learned that 
it is at least inadvisable to engage in enterprises 
or indulge in practices which invite restraint. 

The upshot of the whole movement has been 
to bring government into action for the better per- 
formance of the economic functions of producing 
and distributing to the end that the common wel- 
fare may be subserved. To the same end it is 
likely that new commissions will from time to time 
be created’; indeed, some have already been author- 
ized but are not yet officered and organized. 

Government’s interest in business is thus 
shown to be growing more and more acute and its 
interference for various purposes is likely to in- 
crease rather than to decrease. There are still 
numerous questions which have not been answered 
and numerous problems which have not been solved. 
Price regulation is one. The right of the manu- 
facturer to fix the price which the consumer shall 
pay, no matter from whom he buys, is another. 
Some of the cotton growers have asked that a 


minimum price for their product be fixed by law 


one-sided and incomplete, the more so because one or that the banks be authorized to loan up to an 
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established price on warehoused cotton, presu- 
mably without regard to value inthe market. They 
look to government for assistance even against the 
operations of the law of supply and demand when 
the law does not work to their satisfaction. The 
matter of tariff-making is, perhaps, going to be 
revolutionized. Schedules are to be made particu- 
lar rather than general and exigencies and special 
conditions are to be met by adjustments formu- 
lated by a commission after technical study, and 
presented to Congress for action. 

Such departures from ancient practices may 
accord with the spirit of the times and radical no- 
tions of modern progress. The necessities of the 
belligerent nations of Europe have forced them to 
mobilize their resources and substitute organization 
and efficiency for depleted man power and other 
handicaps. They have learned by contrasting new 
methods with old that waste can be enormously 
reduced. ‘The newer methods, including a different 
attitude toward labor, have been reported as profit- 
able and productive of satisfaction. 

If the existing situation, as the result of organ- 
ization and efficiency, finds general approval and it 
is determined that it can be brought about only or 
preferably through the action of government, the 
one question is the constancy and reliability of 
government as it is operated by the political forces. 
As yet there is no agreement that government 
should directly engage in business enterprises. But 
in some cases there has been a development of 
thought to the point where government should so 
engage itself if its power of regulation cannot be 
exercised so as to do justice to all three parties 
interested, viz.; capital, labor and the public. The 
effective and satisfactory discharge of the duties 
of the intermediary between the forces of capital 


and labor will test the prowess of those who repre- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


December, 1916 


sent the public, organized as government. Politics 
will.press hard for recognition. Politics, defined 
as an organized effort to secure reward, is as dan- 
gerous an enemy to any contemplated adjustment 
or readjustment as selfish capital or organized 
labor, and is to be guarded against as carefully. 
At this time the subject of government regulation 
and supervision invites careful study and thought- 
ful discussion. While much depends on the ear- 
nestness and ability of the men chosen to serve on 
commissions, a great deal depends on the adequacy 
of the Jaw which authorizes the commissions. 

In his address on “The Future of the Federal 
Reserve System” before the American Bankers As- 
sociation in Kansas City, Paul M. Warburg said 
of limitations on the power of the Federal Reserve 
Board, which he averred was in a position half-way 
between dependence and independence: 

“It cannot remain long in this position. Evo- 
lution will carry it one way or the other.” By this 
Mr. Warburg apparently meant that the Reserve 
Board should be independent in its control over 
the reserve system; otherwise it is likely to become 
a mere appendage of the Treasury Department, 
which is politically organized. 

It becomes important, therefore, not only that 
well-qualified men be chosen for membership on 
boards or commissions which are to regulate and 
supervise business, but it is also important that 
they be remunerated adequately, that they have a 
proper measure of independence and that they feel 
some responsibility for the success or failure of the 
enterprises they undertake to regulate. 

The larger question involved is whether it is 
in accord with the spirit of American institutions 
that business should be regulated at all if the regu- 
lation is to carry paternalistic responsibility. The 
pendulum has swung far in one direction. 


A. D. W. 


PERUVIAN BANK IMPORTS GOLD FOR COINAGE 


The Banco Mercantil Americano has_ been 
authorized by the Ministry of Finance of Peru to 
have coined 50,000 Peruvian pounds ($243,325) 
in gold disks to be imported. It is understood that 
the bank will import a first consignment of gold; 


that the metal will be imported free of duty and 
that it will be coined free of charge. Peruvian 
bank notes will be issued by the government for 


. one-half of the coined gold, which the bank will 


turn over to it. 
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A NEW BUSINESS PHILOSOPHY 


By L. AMES BROWN 


NE of the forceful personalities whose in- 

QO fluence has left definite markings upon the 
achievements of the Wilson Administration 

is that of Edward N. Hurley, chairman of the Fed- 
eral Trade Commission. Mr. Hurley is a success- 
ful business man, who. speaks the language that 
business understands; also he is a forward-looking 
business man, possessed of ideas for the solution 
of the burdensome problems which now obstruct 
the fullest development of American industry. He 
is an authoritative enunciator of the doctrine of 
success, for he has succeeded in his own business, 
and one cannot doubt that the enlargement of Mr. 
‘Hurley’s influence upon American business methods 
and American business ideals will accomplish much 
toward the evolution of that efficiency which the 
nation’s business must have in order that it meet 
the post-bellum competition in Europe. 

Incidentally, it is interesting to observe that 
Mr. Hurley has no illusions as to the imminence of 
this competition. Indeed, he is the only high 
official of the Wilson Administration who has 
spoken out frankly the warning that our business 
men must look for a greatly intensified competition 
with Europe at the end of the war. The fact that 
many leaders of the Democratic party were deliv- 
ering speeches attempting to discount the impor- 
tance of European competition after the war did 
not deter Mr. Hurley from uttering a solemn 
warning to business men that they must prepare. 

Any man is interesting who possesses the 
strength of character required to dominate an im- 
portant governmental body. Our institutions are 
shaped by such men and their character in large 
measure is determined by them. Our early Presi- 
dents and their official colleagues determined the 
character of the offices they held as much as the 
Constitution did. They handed these offices down 
to their successors partly as their personal crea- 
tions. A similar thing happens each time a new 
instrumentality of government is established. It 
was so with the Interstate Commerce Commission. 
It has been so with the Federal Trade Commission. 
It is a fact that the influence and the scope of the 
activities of the Federal Trade Commission in the 
future will be in large part an expression of the 
thought and the character of Mr. Hurley, the 
present chairman. 


Persons who followed the public and legisla- 
tive discussions which accompanied the formulation 
and passage of the law creating the Federal Trade 
Commission need not wonder if they perceive a dif- 
ference between the conception of the Commission 
which seemed to be in the minds of Congress and 
the reality into which it has eventuated. When the 
Trade Commission law was adopted along with the 
other measures in the anti-trust program of the 
Wilson Administration, Congress seemed more than 
anything else intent on means of changing the body 
and manner of administration of the Sherman law. 
It conceived of that law probably and of the amend- 
ments offered to it as measures, of varying degrees 
of liberality, for restricting the activities of busi- 
ness, particularly big business. ‘The new laws were 
more liberal than the Sherman law, it is true, but 
withal, the purpose seemed to be to deal with the 
things that business might not do and the Federal 
Trade Commission’s work in preventing unfair 
competition and other infringements upon the anti- 
trust law was expected to be the important phase 
of its activities. 

It is a happy augury for the future of Ameri- 
can business that this expectation has not been 
realized. Already the reverse is true. The Fed- 
eral Trade Commission is become, instead of a 
restrictive body, a body intent upon facilitating the 
expansion and growth of American business. Its 
larger aim has been the study of American business 
methods and American business possibilities, with 
the view of making these methods more efficient 
and of enlarging these possibilities. 

Already much has been accomplished in this 
direction. ‘The Commission has secured the con- 
fidence of American business men to an extent that 
might well excite the envy of certain other govern- 
mental bodies. The friendliness of its intentions 
is recognized and its suggestions are given a ready 
ear by the business men to whom they are made. 
The business men of the country have been brought 
to the realization that the animating purpose of the 
Commission is to evolve practical means of speed- 
ing things up in our industries and they know that 
when these suggestions come they will be evolved 
out of authentic knowledge. 

The Commission when originally appointed 
by President Wilson in 1914 was headed by Joseph 
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E. Davies, a man of similarly liberal views, who 
had been Commissioner of Corporations. The 
chairmanship, being rotary, passed into the hands 
of Mr. Hurley in the present year. Before Mr. 
Hurley’s assumption of the chairmanship, however, 
his influence was strong in the Commission and its 
work was following up his ideas in essential mat- 
ters of policy. 

Mr. Hurley’s constructive philosophy of busi- 
ness begins with first principles; that is, cost ac- 
counting. Cost accounting is one of the last sub- 
jects we should expect to become popular, but Mr. 
Hurley has made it a real issue in every manufac- 
turing and merchandising business in the country. 
His investigations have disclosed that more than 
half of American manufacturers are unable to tell 
from their books the exact cost of the articles they 
put upon the market. The same thing is true of 
farmers and men in every industry. The same 
principle of sound economy is violated by hundreds 
of banks which do not require adequate cost ac- 
counting systems among the corporations upon 
whose going assets they make loans. The indi- 
cated remedy, Mr. Hurley holds, is one of the 
fundamental steps which must be taken to bring 
about that higher industrial preparedness which the 
competition of Europe will demand of us at the 
end of the war. Need for it he discerns in some 
phase of every business problem. Take the tariff, 
for instance. Suppose the protective principle to 
be recognized by the government. How can the 
dyestuff manufacturer convince the government 
that he requires a certain measure of protection 
against his European competitor unless he can be- 
gin his argument by stating the exact cost of his 
own product as compared with that of the Euro- 
pean producer? The question can be answered 
only by agreeing with Mr. Hurley’s position. It 
is evident that there can be no talk of a scientific 
tariff until the American producer is able to deter- 
mine the exact cost of the article he desires to have 
protected. 

As chairman of the Federal Trade Commis- 
sion, Mr. Hurley is sending out thousands of 
pamphlets every day which point out the essential 
features of sound cost accounting in manufacturing 
and merchandising. His representatives are meet- 
ing with trade associations and discussing the de- 
tails of cost accounting systems. His work in this 
field has only begun. He has revealed the evils of 
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inadequate cost accounting and pointed a way to 
their solution, but larger appropriations from Con- 
gress are necessary before the real needs of the 
situation can be adequately met. 

After doing all he could through the Federal 
Trade Commission, Mr. Hurley found that the 
methods of preparing balance sheets or financial 
statements in the country was unsound. Balance 
sheets very often indicate on their face a sound* 
business condition when, in fact, the business which 
they are made up for is in an unsound financial 
condition. This arises from the fact that business 
men do not permit accountants to charge off ade- 
quately for depreciation, for useless inventories, 
and do not properly distinguish between items 
which should be charged to capital account and 
those which should be charged to the cost of opera- 
tion. As a result of this condition, bankers fre- 
quently loan money upon the showing of balance 
sheets which do not reveal the true state of busi- 
ness, a practice which reacts seriously upon them 
when a crisis comes. Mr. Hurley’s plan is to have 
accountants registered with the Federal Reserve 
Board and to have them make up balance sheets 
which are to be used as a basis for credit in ac- 
cordance with sound and uniform rules which the 
Federal Reserve Board will lay down. 

Cost accounting, according to Mr. Hurley, is 
the first step toward sound and efficient manage- 
ment, but he contends that it must,be followed up 
with general methods of efficiency, such as more 
careful planning of the arrangement of factories 
and the operation of machinery. 

One of the boldest steps taken by Mr. Hur- 
ley was to advocate trade associations as a proper 
form of co-operation among business men. He dis- 
tinguishes sharply between those activities of trade 
associations which have been condemned by law 
and those activities by means of which business 
men seek to work out jointly those big problems 
of their industry which no individual can solve 
alone. He favors the enforcement of law against 
price-fixing associations, but he makes it clear that 
there is a large field for legitimate co-operation 
among business men and he thinks that govern- 
ment should not condemn the good along with the 
bad. He desires that business men and govern- 
ment alike recognize that a business man must be 
concerned not only with the efficiency of his own 
business, but with the efficiency of his competitor’s 
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business, and realize that unhealthiness anywhere 
in his industry may react seriously on him. 

His idea of the Federal Trade Commission is 
that it is not a detective bureau, but an organiza- 
tion which serves the public not merely by sup- 
pressing unfair methods of competition, but by 
assisting business men to develop business along 
lines that will remove the causes for unfair compe- 
‘tition. He believes that the attitude of the Com- 
mission should not be negative, but helpful, and 
that when a business situation, apparently in viola- 
tion of law, is called to the Commission’s attention 
it should be considered not merely from the legal- 
istic point of view, but from the standpoint of eco- 
nomics and business, and that the Commission 
should not merely endeavor to stop the evil, but 
that it should assist business men in laying a sound 
basis for, business. 

Mr. Hurley’s policy calls for the use of the 
government’s powers of investigation for the up- 
building of industry. The Federal Trade Commis- 
sion’s report on “Co-operation in American Export 
Trade,” of which the Webb bill is the direct result, 
is an example of what he seeks to do. In addition 
to special investigations, however, he has laid the 
foundation for what may be called a continuous 
report on industries. The idea is to have in the 
Federal Trade Commission an up-to-date record of 
the general condition in every industry in the 
country, so that capital may know that the industry 
in which it seeks investment is in a sound and 
healthy condition. By furnishing this information 
to the public, Mr. Hurley believes the Commission 
will prevent unwise investment and “boom” facto- 
ries which are so often followed by business dis- 
aster. 

Mr. Hurley not long ago received a letter from 
President Wilson which we are almost justified in 
calling unique. Seldom, if at any time, has the 
President given such a blanket indorsement to any 
public official dealing in such an individual way 
with intricate and delicate problems of public 
policy. Here is a part of what the President said: 
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“I wish to commend your efforts generally, and 
in particular your endeavor to assist the small manu- 
facturer and merchant to better his condition by help- 
ing him to improve his cost accounting and bookkeep- 
ing methods. 

“This is a step in the right direction and one of 
the main fundamentals of any successful business. It 
is most important to the future success of a business 
man that he should know what his goods actually cost 
to manufacture and to sell. If he has these facts, they 
will enable him to present a modern balance sheet to 
his bank, and as a result he will be better able to 
obtain credit with which to expand and develop his 
business. 

“Your suggestion that trade associations, associa- 
tions of retail and wholesale merchants, commercial 
clubs, boards of trade, manufacturers’ associations, 
credit associations, and other similar organizations 
should be encouraged in every feasible way by the 
government seems to me a very wise one. To furnish 
them with data and comprehensive information in order 
that they may more c.sily accomplish the result that 
they are organized for is a proper and useful govern- 
ment function. These associations, when organized for 
the purpose of improving conditions in their particular 
industry, such as unifying cost accounting’ and book- 
keeping methods, standardizing products ‘and processes 
of manufacture, should meet with the approval of every 
man interested in the business progress of the country. 

“Too much emphasis cannot be placed on your sug- 
gestion that materials, methods, and products in indus- 
try should be standardized upon the basis of specifica- 
tions drawn up in friendly co-operation with engineer- 
ing societies, industrial experts, and trade associations. 
Further standardization in our industries will not only 
reduce the cost of producton, but assure the producer 
better materials and more efficient workmanship, and to 
the consuming public the manifest benefit resulting from 
not having to pay for a wide and increasing variety 
of products and materials. Judicious standardization 
also means a greater return on a given investment. Cap- 
ital now tied up because of inefficient methods will be 
released and can be used effectively elsewhere. 

“If we are to be an important factor in a world’s 
markets, we must be more. thorough and efficient in 
production. The encouragement of trade associations 
and standardization, and the installing of better cost 
accounting methods in our business concerns will go a 
long way toward accomplishing this end.” 
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THE GROWTH OF ACCEPTANCE BUSINESS 


By GEORGE LEWIS 


ABIT in business is a good deal like habit 
in the individual. To run along in a rut 
is much less trouble than to climb out and 

find a new road. Custom is a law, and custom for 
a great many years has decreed that American 
business men shall do their buying and their selling 
in a certain way; that they shall keep book ac- 
counts of their transactions with customers, repre- 
senting millions of dollars in credits that are locked 
up and are of no use to anybody, instead of being 
put to work in the economic structure. That repre- 
sents habit, the habit of American business today. 
Can it be changed? ‘The answer is, It must 
be changed, if our industry and commerce are to 
utilize the opportunities for expansion provided by 
the Federal Reserve Act. Moreover, the open ac- 
count method of doing business is wrong in princi- 
ple, because it places on the seller the burden of 
extending credit to the buyer, whereas the grant- 
ing of credit in a highly. organized system such 
as ours should be essentially a banking function. 
Aside from serving the general good, a bank credit 
as against a merchandise book credit would neces- 
sarily advantage both buyer and seller, as the su- 
periority of bank facilities must be obvious. 
Unfortunately, the process of education is the 
more difficult because the open account method 
seems to be inseparately linked with the cash dis- 
count, that clever device which is so extensively 
used in acquiring reputation for “good pay,” or 
“quick pay.” The cash discount has its advantages 
and its disadvantages, but the most advanced opin- 
ion inclines to the belief that it is essentially a 
confession of weakness in methods of making debt- 
ors pay up, rather than an element of strength. 
Herein lies the virtue of the acceptance. It 
liquefies what has aptly been termed the “frozen 
credit” created by any business transaction which 
involves payment at some future date. If A’s 
debt to B for merchandise bought merely takes 
the form of a record on B’s books, the obligation 
is of no use to B in his business until the date the 
payment is due; whereas if A has accepted in writ- 
ing B’s order to pay to B, on the date named, the 
amount of the invoice, a credit instrument has been 
created which B can discount with his bank, if his 


needs require it. Whether he does or not, is imma- 
terial; the potentiality is there. 

Better than the trade acceptance is the bank 
acceptance, for instead of A “accepting” his own 
bill of exchange, or his acknowledgment as a 
debtor, he gets his bank to accept for him. The 
bank thus extends its credit to A for use in his 
business, and B has a piece of negotiable paper, 
bearing the bank’s indorsement, which, if dis- 
counted with a member of the Federal reserve sys- 
tem, can be rediscounted at any Federal reserve 
bank, and is thus a potential basis for note issue, 
besides carrying a preferential rate of discount. 

It will be seen, therefore, that the first step 
in the creation of this new and valuable element in 
our banking system is to transform book credits 
into negotiable paper in the shape of trade accept- 
ances, and the next step is to bring the banks into 
the triangle by passing from trade acceptances to 
bank acceptances. Thus in the ordinary course of 
evolution, as the education of both merchant and 
banker progressed, the volume of trade acceptances 
would decrease as the bank acceptance became 
better understood and more widely used. This is 
clearly shown by the reports of bank and trade 
acceptances held by the Federal reserve banks, 
according to the following figures compiled from 


the Federal Reserve Bulletin: 


Acceptances Boucur 1x THE Oren Market 
py Feperat Reserve Banxs As PER SCHEDULES ON 


Fire on THE Dares SpEcIFIED 


BanKERs’ TRADE 

Date Acceptances Accerrances Toran 

1915 
February 22.......... $93,000 
11,598,000 ........ 11,593,000 
13,347,000 ........ 13,347,000 
September 6......... 000 12,884,000 
November l.......... 13,265,000 
December 6.......... 18,154,000 18,154,000 
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Acceptances Bougut IN THE OpeEN Market HeELp 
ry Feperat Reserve Banks As PER SCHEDULES ON 


Fite on tHe Dares Speciriep 


BANKERS’ TRADE 
Dare Accerprances Acceprances Tora. 
1916 
January 3...........$28,838,000 ........ $23,838,000 
May 44,290,000 1,477,000 45,767,000 
July 64,211,000 3,422,000 67,633,000 
September 4......... 74,986,000 3,673,000 78,659,000 
70,236,000 2,306,000 72,542,000 
October 77,560,000 1,723,000 79,283,000 


The above table goes as far back as the figures 
are available. More recent than the latest date 
given, October 23, is the statement made before the 
National Silk Convention last month by H. Parker 
Willis, secretary of the Federal Reserve Board, 
that the total amount of acceptances now outstand- 
ing is $175,000,000. Examination of the table will 
show immediately the rise and fall of the total 
of trade acceptances as the bank acceptances in- 
creased, which is explainable on the grounds al- 
ready stated. It should be noted further that by 
amendment of the Federal Reserve Act, passed at 
the last session, a Federal reserve bank may redis- 
count bank acceptances arising out of the domestic 
shipment of goods, whereas in the original Act the 
rediscount privilege was confined to paper growing 
out of imports and exports. It is a fair assump- 
tion, then, that the acceptance market is only in 
its infancy, and that the volume of good paper 
available for use by the Federal reserve banks will 
swell rapidly as the nature of the document be- 
comes better understood. 

To come back to the fundamentals of the ac- 
ceptance—the business man and his ordinary debit 
and credit transactions—there is one thing that 
must be plainly understood; and that is, as ex- 
pressed by Paul Warburg in his address to the 
American Bankers Association convention at 
Kansas City, “that an acceptance transaction is 
essentially a loan of credit rather than of money, 
and it is of the essence of an acceptance in its true 
sense that the drawer shall place the funds in the 
hands of the acceptor on or before the due date 
of the acceptance, so that the acceptor will not be 
‘alled upon to use his own funds in paying the 
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maturing obligation. That is an eventuality which 
should arise only in the case of the drawer’s bank- 
ruptcy, and against which the acceptor should be 
well protected by the security taken before the 
acceptance is made. In the free and natural de- 
velopment of a discount market the drawer or 
indorser of the acceptance should be the one to 
rediscount the paper or to offer it on the market, 
and it should not be the acceptor even though pos- 
sibly there may be exceptional conditions under 
which the acceptor would be justified in purchas- 
ing his own obligation in order to withdraw it from 
the market.” 

Mr. Warburg has epitomized here the -ideal 


condition to which every supporter of currency 


reform looks forward. For the currency structure 
is based in the last analysis on the volume of trade 
and industry which it serves; and with a clean, 
clear-cut foundation of prime commercial paper 
arising from actual transactions, which European 
bankers have found the best security in the world, 
the problem is half solved. No one would be so 
foolhardy as to assert that any one element is the 
key to the remedy for our currency ills, for the 
simple reason that the varying factors of commer- 
cial paper, reserves, the gold supply, the green- 
backs and everything else entering into the making 
of what we call our banking problem, all are indis- 
solubly linked together. We do know, however, 
that the supply of currency should be responsive 
to the demands of business and that this relation 
can be established by basing issues of currency 
partially on paper which arises out of business 
transactions. This narrows us down to supplying 
the paper—an almost impossible task, if our busi- 
ness men insist on sticking to the methods of an 
older generation, but certain of accomplishment if 
bankers and the more advanced type of business 
men will co-operate in a campaign of education. 
There is nothing mysterious about an acceptance. 
It is simply an acknowledgment of a debt and a 
promise to pay, on the strength of which a credit 
is given, and the essence of which is, as Mr. War- 
burg points out, that the funds necessary to dis- 
charge the obligation shall be placed by the drawer 
in the hands of the acceptor on or before the due 
date. That requires of the business man nothing 
more unreascnable than that he pay his just debts. 


The advantages of the acceptance to the busi- 
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ness man are many. They are summed up by the 


Deputy Governor of the Federal Reserve Bank of, 


San Francisco in the following terms: 


1. The present trade conditions in this country are 
conditions of undefined credit inaccurately applied to 
the trade of the country. 

2. These conditions should be reformed by the sub- 
stitution of defined and certain terms. 

3. This reform may be brought about by the rigid 
application of the sound principles of trade credit, by 
extending trade credit only to operations in goods— 
that is, applying trade credit to trade. 

4, The trade acceptance is the best credit instru- 
ment yet devised for applying trade credit to trade, 
and because of its simplicity and adaptability, its general 
use will radically improve conditions of trade credit, 
thereby facilitating trade. 

The use of an acceptance in closing a transaction 
involving deferred payment for goods purchased en- 
hances the credit of the accepting purchaser and facili- 
tates the financing of the sale by the seller. 

The credit of the acceptor is enhanced by the 
evidence that he is buying on certain terms, is pre- 
pared to pay at a certain time and is adopting the 
most approved and economical method of transacting 
his business. 

The seller is benefited by securing a piece of prime 
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commercial paper, carrying the responsibility of two 
merchants, covering a genuine, live transaction, and 
consequently discountable at the most advantageous 
rate, thereby enabling him to sell on better terms 
without decrease of profit. 

Each is contributing his share toward placing mer- 
cantile credits on a sounder and more stable basis in- 
volving fewer losses, less uncertainty, and great im- 
provement over the prevailing practice of buying on 
open credit. 


In the three months that have passed since the 
acceptance of properly documented paper growing 
out of domestic transactions was authorized by ° 
amendment to the Reserve Act., not much headway 
has been made in the introduction of this new 
instrument of trade extension, but Secretary Willis 
is authority for the statement that “some of the 
ablest banks in the country are making extensive 
and carefully framed plans for the financing of 
trade based upon this new power.” So the leaven 
is working; how fast and how far, will depend a 
good deal on the interest and energy of progressive 


business men and bankers. 


SMALL CHANGE 


For the twenty months ended September 1 
war exports from the United States amounted to 
$1,473,000,000, or twenty-one per cent. of the 
entire export commerce. 

Between March 1 and September 1 there 
were 2006 strikes in the United States while in 
the same period in 1915 there were only 633. 

During the fiscal year ended June 30 the 
United States imported from South and Central 
America, the West Indies,' Mexico, Pacific Islands, 
the southern frontage of Asia and the northern 
section of Africa more than $1,000,000,000. 

In order to obtain more money for war pur- 
poses the Russian government recently established 
consulate banks in the United States. The Chi- 
cago and Pittsburg consulates have already $1,- 
250,000 on deposit. Some state laws prevent Rus- 
sia from conducting credit operations but transfer 
operations are not restricted. 

On October 1 the general stock of gold in 
the United States amounted to $2,676,009,564. 


This means an increase since August 1, 1914, of 
$748,738,904. 

From August 1, 1914, to October 1, 1916, 
gold imports amounted to $858,095,668, while ex- 
ports were $230,828,577, leaving a net import 
balance of $627,267,086. 

November dividend and interest disburse- 
ments will amount to $154,425,398, the largest 
amount ever paid to investors during a November. 
The disbursements in November, 1915, were $148,- 
069,693. 

During the fiscal year ended June 30, the 
railroad operating revenues amounted to more 
than $3,500,000,000. Operating expenses were 
in excess of $2,250,000,000 and taxes amounted to 
$152,000,000. This leaves more than $1,000,000,- 
000 as net income. 

Commerce between the United States and its 
non-contiguous territories during the eight months 
ended with August amounted to $249,488,000 as 
against $185,652,000 for the same period the year 
before. 
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Method of Electing Reserve Bank Directors 
Shows Defects in Actual Practice 


Election Machinery Does Not Work Well in 
Districts Covering a Large Territory—Com- 
plaint of Lack of Interest by Member 
Banks—Not Possible Always to Carry Out 
the Intent of the Act: 


HE second test of the election machinery 
“a established by the Federal Reserve Act 

makes it clear that it would have been bet- 
ter if Congress had allowed the Federal Reserve 
Board the same discretionary authority in pre- 
scribing the details to be followed in electing di- 
rectors of Federal reserve banks that was allowed 
in other matters of equal or greater importance. 
The election machinery of the Federal reserve 
banks is practically an embodiment of the familiar 
primary election law. The method of conducting 
elections is prescribed in detail. Workable or un- 
satisfactory, the Federal Reserve Board is helpless 
to simplify or improve it, and no better efficiency 
‘can be expected until Congress finds time to give 
the subject attention. This may not be at once, 
since there are other desired amendments to the 
Act that will take precedence. 

The election machinery provided by the Fed- 
eral Reserve Act is criticized upon the following 
grounds: 

It is unnecessarily complicated. 

Members of the same voting groups of member 
banks have no opportunity for consultation or 
deliberation. 

Nominations for directorships may be made 
by any voting member, without safeguards to pro- 
vide for the choice of the best and most representa- 
tive men. 

It is possible for member banks to nominate 
and elect a non-member banker to the board of a re- 
serve bank. 

The scattered geographical location, and lack 
of cohesion, tends to diminish ballots cast by the 
members, and to encourage the choice of directors 
by the minority of those entitled to vote. 

The burdensome exchange of correspondence, 
resolutions and circulars between the reserve bank 
and its members, during the process of election, 


tends to diminish the interest of members in the 
voting. 

It is fair to say that these criticisms do not 
apply in full in every reserve district. ‘The elec- 
tion machinery has worked better in reserve dis: 
tricts that are small and compact than in the dis- 
tricts where the distance between voting member 
banks is great. In the smaller districts, where 
the activities of the people are more of a kind, a 
larger vote has been polled than in the great areas 
where the people have no common interest, and 
where their activities are divided. 

The election system in the reserve banks is as 
follows: 

1. The chairman of each reserve bank divides 
the membership into three equal groups. The 
reserve bank boards of nine members are classified 
in three groups, namely, Class A directors repre- 
senting banks and banking; Class B directors 
representing agriculture, commerce and industry ; 
and Class C directors appointed by the Federal 
Reserve Board and representing the supervisory 
interests of the government. One Class A and 
one Class B director are elected, as their terms 
expire, by each one of the three voting groups, thus 
providing six out of the nine directors. 

2. Upon completion of the classification of 
member banks into groups, the chairman mails to 
each member of the group entitled to vote, a list of 
all the banks in that group, accompanied by a cir- 
cular explaining the election provisions, quoting 
the provisions of the law, and requesting the voting 
members to adopt (a) a resolution naming a “dis- 
trict reserve elector” to represent the voting mem- 
ber and cast its ballot; and (b) blanks providing 
for the nomination of candidates by the board of 
directors of the voting bank. 

8. The directors of the voting member bank 
are called upon to adopt resolutions (a) and (b) 
above noted, forwarding them, after they have 
been properly certified, to the chairman of their 
reserve bank. 

4. The chairman of the reserve bank at the 
close of the period designated in which to make 
nominations, mails to each voting membér a circu- 
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lar showing the banks entitled to vote, and the 
name of the district reserve elector designed to 
represent each such bank. He also forwards to 
the voting members list of the nominees, supported 
in each case by a list of the banks that have by 
resolution nominated each such nominee. He for- 
wards to the member bank an official ballot blank 
bearing the names of the nominees, and spaces 
for the recording of first, second and other choice. 

5. Upon receipt of the ballots, signed and certi- 
fied by the district reserve electors, the chairman 
of the reserve bank tallies the vote cast, and in the 
failure of a candidate to secure a majority of all 
the first choice votes, he is authorized to cast up 
first and second choice votes to determine what 
candidate has obtained a majority. When this 
process is completed, the candidate having the 
highest number of votes is declared elected, and a 
report is made to the voting members. 

But little criticism can be made of the boards 
now serving in the reserve banks. The law can 
hardly claim credit for this, because the result has 
been achieved despite the election provisions of the 
Act, rather than because of them. It appears that 
in most of the reserve districts, the election ma- 
chinery has been supplemented by the voluntary 
action of banking committees, and that the service 
of such committees has been an important factor 
in creating an interest in the elections that would 
not have existed otherwise. Such committees are 
not recognized by law, and to a certain extent, have 
hampered the free and unrestricted popular choice 
which the Act evidently intended to preserve to the 
voting members. Until the Act is changed, it will 
very likely be necessary for such committees to 
give their assistance, because there is no method 
provided by law under which member banks can 
form an opinion as to the qualifications of those 
who have been nominated, or obtain a view as to 
the judgment of other banks and bankers, which 
is necessary if they are to vote intelligently. 

The natural result of a broadcast nominating 
system is to bring forward candidates not widely 
known in banking and business circles, and about 
whom many, and possibly a great many, of those 
called upon to vote have little or no information. 
This difficulty is proportionate to the geographical 
area of the district, and the remoteness of one vot- 
ing bank from another. In large districts, there 


is no cure for this situation, except the dissemina- 
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tion of recommendations and information by vol- 
unteer steering committees, who are thus able to 
exert an influence upon the voting, although not 
officially recognized. 

Some of the difficulties of this method of elec- 
tion would be eliminated if all the member banks 
in a reserve district voted at one time upon each 
vacancy occurring in Classes A and B. 

Membership in Federal reserve districts ranges 
all the way from.385 banks in the Atlanta district to 
975 banks in the Chicago district. As a result of the 
system of dividing up the membership into groups, 
the reserve district having the fewest banks would, 
if the membership is equally divided, vote approxi- 
mately 128 banks to each group, while the largest 
reserve district in membership would vote approxi- 
mately 385 banks per group. 

The Twelfth Reserve District comprises prac- 
tically all of seven very large states. The Tenth 
Reserve District comprises five states, and one- 
third of a sixth. The Ninth Reserve District in- 
cludes in whole or in part six different states. The 
Sixth Reserve District includes in whole or in part 
six states. The distance from Spokane, Wash., 
to San Francisco, Cal., in the Twelfth District is 
approximately the same as the distance from New 
York City to St. Paul, Kansas City or New 
Orleans. The Ninth Reserve District is ap- 
proximately 1,500 miles long. The Eleventh 
Reserve District covers more than 1,000 miles 
east and west. The Sixth Reserve District 
is somewhat less than 1,000 miles in length 
In districts of this 
size, the voting banks are entirely out of touch 


from north to south. 


with each other. If they were compactly grouped, 
they might have some opportunity to exercise their 
best and most deliberate judgment in the selection 
of candidates for reserve bank directorships. A 
group of even the largest size, scattered over such 
a territory as the seven great states of the Twelfth 
District, or over the intmense areas of the Ninth 
District, the Tenth or Eleventh Districts, is de- 
barred, because of the geographical location of the 
voting banks, from any possibility of consultation 
or discussion, or from any opportunity to deliberate 
as to the best and ablest men who might be selected 
as' candidates. 

Using the Twelfth Reserve District as an 
example, banks in Los Angeles, San Francisco, 


Portland, Tacoma, Seattle and Spokane vote in 
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the same group to fill the same reserve bank 
vacancy. The distance from Spokane to Seattle 
is 400 miles; the distance between Seattle and 
Portland is 187 miles; the distance between Port- 
land and San Francisco is 772 miles; the distance 
between San Francisco and Los Angeles is 484 
miles; and more significant still, the distance be- 
tween Los Angeles and Spokane, the extreme 
points at which voting members in Group One 
would be located, is 1,843 miles. It is manifestly 
impossible for Spokane and Los Angeles banks 
to consult or deliberate, except by the slow and 
inadequate process of correspondence, and even 
this is rendered impracticable by the fact that a 
deliberation occurring between only two or three 
of the voting members, and not extending to all of 
those entitled to vote, would have no purpose and 
could achieve no results. 

The experience of the reserve banks in two 
elections has demonstrated that the election system 
does not accomplish what it was intended to do, 
unless it has outside help. There was complaint 
in several districts of slight interest on the part of 


the banks entitled to vote upon the selection of, 


men to sit on the reserve bank boards and shape 
reserve bank policies. In one district, less than 
twenty-five per cent. of the banks entitled to vote 
cast their ballots. In other districts, there was 
considerable difficulty on account of nomination 
certificates, certificates of choice of electors, and 
official ballots, being improperly made out, not 
sealed by the member bank, or otherwise faulty. 
In one reserve district, a state banker, who had no 
connection of any character with the Federal re- 
serve system, was placed in nomination, and it was 
found that there was nothing in the law to prevent 
his election in case he should command the requisite 
votes. In another instance, a district reserve elec- 
tor was found to be the nominee of his own bank 
and, under the law, cast his ballot for himself. In 
other cases, nomination blanks continued to be re- 
ceived at the reserve banks long after the results 
of the election had been officially announced. Some 
of these difficulties are traceable to the newness of 
the election system, and to lack of experience on 
the part of member banks, and can be eliminated, 
to some extent at least, when the voting members 
have the benefit of longer experience. ‘The most 
serious difficulties are of such a character that they 


cannot be eliminated. The strongest argument 
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against the system provided by the Act is that it 
seeks to provide for the untrammeled choice of 
directors, but by its very provisions restricts the 
making of nominations to the judgment of isolated 
local bank boards of directors, which have small 
opportunity to view the needs of the reserve bank 
and the district in a broad way. 

A number of suggestions have already been 
put before the officers of the reserve banks tending 
toward a simplification of the election system. 
Some who have studied the question believe that 
it would be wiser if all the member banks in each 
reserve district voted at the same time upon each 
vacaney occurring in Classes A and B. This, it 
is contended, will develop a stronger and more 
active interest in reserve bank elections, and would 
increase the number of votes cast. Another sug- 
gestion is that the chairman of the reserve bank 
be authorized to name officers of three representa- 
tive member banks in each principal subdivision 
of his district to gather at the reserve bank for the 
purpose of surveying the district and its eligible 
men in banking and in business, and selecting a 
list of nominees to be submitted to the voting mem- 
bers. Such a list, it is suggested, should contain 
the names of two, or possibly three men, or even 
the names of a group of men, who comply with the 
law as to their qualifications to serve. Such a list, 
submitted with the official ballot, would enable 
each member bank to study the best judgment of 
a thoroughly representative nominating committee. 
It need not be operative to the exclusion of inde- 
pendent nominations by any voting member. 

The processes involved in the selection of re- 
serve district electors cannot be avoided or sim- 
plified. They are established by law and can only 
be changed by amendment. ‘The stock of the Fed- 
eral reserve banks is held by banking institutions 
as corporate entities, and it is necessary that the 
banking corporation delegate, by resolution, the 
right to cast the vote to which its shares entitle 
it. One practical suggestion is that under a sys- 
tem providing for the submission of lists of eligible 
nominees, the present method requiring each mem- 
ber bank to adopt nomination resolutions be done 
away with, and that the nomination resolutions be 
made a part of the official ballot, to be adopted and 
certified in behalf of the local board of directors, 
only in case the member bank desires to cast its 


vote for a candidate of its own choice, not listed 
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by the official nominating committee. Some such 
improvement as this would eliminate the lengthy 
list of candidates now sent out by the chairmen 
of the reserve banks to voting members, red tape in 
connection with the adoption and filing of certifi- 
cates of nomination, and a large amount of corres- 
pondence. ‘The present system is objected to by 
some observers on the ground that the circulars, 
certificates, letters, and other communications that 
are necessary in order to conduct an election ac- 
cording to the law, are confusing to the member 
banks, and are voluminous to a point where they 
are not carefully read or given the requisite at- 
tention. 

It was the plain intent of the Act that the 
board of directors of each of the reserve banks 
should consist of the most capable men available, 
and that it should be divided into three subdivi- 
sions, one representing the banking interests of the 
reserve district, one representing the banking ac- 
tivities of the district, and one representing the 
supervisory and controlling authority of the Fed- 
eral Reserve Board. It has been pointed out that 
the dividing line between the man who is a banker, 
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and the man. who is not a banker, is exceedingly 
fine. Several of the boards of the Federal reserve 
banks show examples of men who do not comply 
strictly with either classification, since in connec- 
tion with extensive business interests, they also 
haye important banking affiliations; or being prin- 
cipally connected with large and important banks, 
they also have extensive investments and interests 
of a purely commercial sort. The problem of se- 
curing direct representation of the right character 
for agriculture, is much more difficult, since not 
every farmer is qualified by capacity, education or 
experience to sit on the board of a reserve bank. 

These points, in the opinion of many observers, 
emphasize the necessity for some method of de- 
liberation and careful comparison of possible 
nominees, in order to guarantee that the member 
banks in casting their ballots will have opportunity 
to make their choice between equally good men, 
who comply strictly with the spirit of the Federal 
Reserve Act, as well as the letter, with respect to 
the qualifications set forth for directors serving 
in Classes A and B. 


M. L. C. 


COL. FARNSWORTH’S TWENTY-FIFTH ANNIVERSARY 


A quarter of a century of happy married life 
Mrs. Frederick E. 
Farnsworth on Saturday, December 2, 1916. The 


was attained by Col. and 


date also marked Col. Farnsworth’s sixty-fourth 
birthday, and the General Secretary of the Ameri- 
can Bankers Association signalized the double 
event by spending the day at his country home at 
The Colonel 


thrives on long hours and has worked himself into a 


Huntington, Long Island—working. 


state of excellent health, which, it is the sincere 
hope of his associates and co-workers in the gen- 
eral offices, he will continue to enjoy for many 
years to come. 

Col. and Mrs. Farnsworth have been blessed 
with two sons, Frederick and Clarkson, who are 


now grown to young manhood. They have been of 
great assistance to their parents in making a com- 
fortable home out of the beautiful old country 
estate, purchased some months ago. Both boys, as 
well as Mrs. Farnsworth, have been frequent at- 
tendants at conventions and Council meetings and 
have given a great deal of help, informally, to 
officials of the Association in carrying out arrange- 
ments whenever occasion required. 

To Col. Farnsworth and his devoted wife the* 
editors of the JourNnat join with the officers and 
members of the American Bankers Association in 
congratulations on their safe arrival at the twenty- 
fifth milestone and sincere wishes for many more 
years of happiness. 
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The Journat is enabled to present herewith 
important excerpts from the annual report of Sec- 
retary of the Treasury McAdoo which are of in- 
terest to the banking community. Mr. McAdoo in 
the course of his comment upon the great pros- 
perity which now abounds in the country, makes 
the statement that it could not have occurred with- 
out the Federal reserve system. Incidentally, he 
hazards the opinion that if intelligent use is made 
of our great power and exceptional financial re- 
sources, we can cope with any conditions the 
future may. develop. In the section of his report 
the rural credits system, Mr. 
McAdoo says that it seems quite probable “that 
when the Federal land banks are in full operation 
loans may be made on properly secured farm mort- 
gages, under the Act, at not more than four and a 
half per cent. interest per annum, with an addi- 
tional payment on account of the principal not ex- 
ceeding one per cent. per annum.” The following 
excerpts from the report relate to the banks of the 
country : 

The deposits of the 7,589 national banks of the 
United States on September 12, 1916, reached the 
unprecedented total of $11,362,341,000, and on the 
same date their actual cash holdings amounted to 
$845,185,000. The twelve Federal reserve banks 
held $329,253,000 in cash on November 12, 1915, 
which amount was largely increased during the 
year, being $414,148,000 on November 10, 1916. 

The circulation of the national banks secured 
by the deposit of United States bonds with the 
Treasurer of the United States decreased from 
$722,754,924 to $679,650,913 during the year 
ended November 1, 1916. This decrease of $43,- 
104,011 was due principally, if not exclusively, to 
the purchase of bonds available as security for 
circculation by the Federal reserve banks under 
the provisions of the Federal Reserve Act. 

Bank clearings are one of the most sensitive 


dealing with 


and reliable indications of business conditions. The 
totals of clearings for the last six fiscal years are: 


July 1, 1910, to June 30, 1911........ $157,664,101,000 
July 1, 1911, to June 30, 1912........ 166,081,127,000 
July 1, 1912, to June 30, 19138........ 174,211,066,000 
July 1, 1918, to June 30, 1914........ 169,040,562,000 
July 1, 1914, to June 30, 1915........ *152,891,985,000 
July 1, 1915, to June 30, 1916........ 224,338,270,000 


*The European war commenced shortly after the begin- 
ning of this fiscal year. 
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By virtue of the authority of the Federal Re- 
serve Act I designated the twelve Federal Reserve 
banks government depositaries and fiscal agents, 
effective January 1, 1916, and discontinued the 
national-bank depositaries in the Federal reserve 
cities, except one or in some cases two in each 
city which were retained as depositaries for post- 
office and court moneys. It is a question whether 
or not such post-office and court moneys constitute 
government funds in the sense that the term is 
used in the Federal Reserve Act authorizing the 
deposit of public funds in the Federal reserve 
banks. Nearly $7,000,000 was deposited in these 
banks at the outset and the government’s balance 
with them increased until on July 8, 1916, the 
books of the Treasurer showed that the reserve 
banks held $114,930,023.03. A large part of this 
consisted of income-tax collections due June 30, 
but this balance has been reduced largely since that 
date in the normal course of the government’s op- 
erations. 


Conversion of United States Bonds 

During the year $56,648,902.50 was received 
from national banks for retirement of circulation 
under the Act of July 14, 1890, and was, in 
accordance with the provisions of that Act, 
credited as public-debt receipts; retirement or 
redemption to the amount of $24,633,010.50 was 
made and was charged as public-debt disburse- 
ments. The large amount deposited for retire- 
ment was largely the result of purchases by the 
Federal reserve banks of two per cent. United 
States bonds carrying the circulation privilege 
from the national banks under the provisions of 
the Federal Reserve Act. On February 28, 1916, 
I notified the Federal Reserve Board that under 
section 18 of the Federal Reserve Act I would 
issue to the Federal reserve banks thirty-year 
three per cent. gold bonds and one-year three 
per cent. gold notes, both without the circulation 
privilege, in exchange for an amount not exceed- 
ing $30,000,000 United States two per cent. 
bonds so purchased, an obligation to be accepted 


‘from the Federal reserve banks binding them to 


purchase an equal amount of the one-year notes 
for gold at maturity. The first days of January, 


April, July and October were set as the con- 
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version dates corresponding to the interest periods 
for the two per cent. consols of 1930. I subse- 
quently notified the Federal Reserve Board that 
the Federal reserve banks would be required to 
convert their securities in the relative amounts 
of the new issues indicated by the law, i. e., prac- 
tically fifty per cent. in the one-year notes and 
fifty per cent. in the thirty-year bonds. The 
whole of the $80,000,000 has been converted, 
$15,761,000 three per cent. bonds and $14,239,- 
000 one year Treasury notes being issued in ex- 
change therefor. 


Interest on Government Deposits 


During the year 1916 no deposits for crop- 
moving purposes were made, nor were they neces- 
sary in view of the large credit facilities pro- 
vided by the Federal reserve system, which has 
proven sufficient to meet the demands of agricul- 
ture and business. This accounts in part for the 
decrease in the amount of interest received from 
government depositaries as compared with the 
previous year. Besides this the balances in the 
national-bank depositaries were reduced because 
of the transfer of funds to the Federal reserve 
banks. Nevertheless the interest collected on de- 
posits of public funds for the fiscal year 1916 
and covered into the Treasury as a miscellaneous 
receipt amounted to $791,671.45. The amount of 
interest received on public deposits for the past 
six fiscal years is as follows: 


The increase in the amount of interest col- 
lected since 1913 is due to the fact that beginning 
with June of that year interest has been charged 
upon all public deposits, except those in Federal 
reserve banks, at the rate of two per cent. per 


annum. 
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New Coinage 


The designs for the subsidiary silver coins 
now in use were prepared over twenty-five years 
ago. During the fiscal year 1916 new designs for 
the dime, quarter dollars and half dollar were 
adopted, which, for the first time in the history 
of our coinage, are different for each denomina- 
tion. Members of the Commission of Fine Arts 
were conferred with and noted sculptors were com- 
missioned to prepare and submit models. More 
than fifty designs were submitted, from which 
three sets were chosen. The dime is now in general 
circulation. It is expected that the half and quar- 
ter dollars will be in circulation before the holiday 
season. 

The designs of the new coins have been highly” 
praised by those having expert knowledge of such 
matters. The designs for the dime and half dollar 
are the work of Mr. Adolph Weinman; the quarter 
dollar that of Mr. Hermon A. MacNeil. 


War Risk Insurance 


The Bureau of War Risk Insurance com- 
menced operations September 2, 1914, immediately 
after the outbreak of the European war. It was 
created to assist commerce in American vessels and 
to grant war risk, but not maritime, insurance on 
the hulls of or cargoes in American vessels. 

From the commencement of its business to No- 
vember 17, 1916, the bureau has written 1,684 
policies, covering total insurance of $163,595,687. 
There have been incurred losses to date of $833,- 
924.60, from which salvage of $59,055.87 has been 
received. This makes the net losses to date $774,- 
868.73, and leaves a surplus of premiums received 
over losses of $2,367,657.23. 

The amount appropriated for the expenses of 
the bureau in the original Act was $100,000. The 
bureau has been operated economically and the 
total expenses of organizing, printing, stationery 
and the salaries of its force from September 2, 
1914, to November 17, 1916, amounted to $39,- 
113.70. On November 17, 1916, the net amount at 
risk was $14,610,345. 
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CAMPAIGNING FOR A FEDERAL LAND BANK 


HE Petersburg Land Bank Committee is the 
name of the organization formed under the 
auspices of the Chamber of Commerce of 
Petersburg, Inc., for the purpose of considering 
and deciding what steps were necessary to secure 
the location at Petersburg, Va., of one of the Fed- 
eral land banks authorized under the Federal Farm 
Loan Act. 
The Bureau of Applied Economics of Wash- 
ington, D. C., was appointed economic adviser to 
the committee and was delegated the task of pre- 


paring the arguments for the establishment of a. 


Federal land bank at Petersburg, Va. 

The Bureau has finished its work. It has 
issued an eighty-one page bound document supple- 
mented with twenty maps. The book contains a 
comprehensive table of contents and is divided into 
three parts, viz., argument, statistical tables and 
maps. 

The book is prefaced by a brief general state- 
ment of the location of the city of Petersburg and 
its proximity to industrial and business centers; 
two tabular groupings of the states of the Union 
suggesting the location of land bank districts; a 
summary of the advantages possessed by the city 
of Petersburg; and two pages of matter reciting 
the requirements of the law with reference to the 
apportionment of land bank districts and enumer- 
ating the factors which should be considered in de- 
termining the farm loan needs of the different 
sections of the country. 

On the succeeding thirty-nine pages of the 
book is presented the argument, divided into chap- 
ters with titles and sub-titles and interspersed with 
charts showing by comparison the approximate 
land area, the amount of land in farms, the amount 
of unimproved farm land of a proposed district, its 
total farm mortgage debt, the average farm mort- 
gage debt per acre of land area, and the average 
rate of interest plus commissions on farm mortgage 
loans. 

Twenty-four pages of the book are given over 
to a statistical presentation of the argument, which 
includes: Financial statement of the city of 
Petersburg, summary of statistics of manufactures 
for Petersburg, value of exports and imports of the 
port, statement of the combined financial condi- 
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tion of the national and state banks of the city, 
increase of business at the Petersburg postoffice, 
statement of building activity, sumnimary of climato- 
logical data, value of crops produced in Peters- 
burg’s local trade territory, production of corn, 
peanuts and tobacco by counties in Petersburg’s 
trade territory, lumber production within a radius 
of fifty miles of Petersburg, railroad distances and 
mail time between Petersburg and various cities 
in proposed land bank district, railroad distance 
and mail time between Petersburg and_ thirty 
cities in the United States east of the Mississippi 
River. Following the statistics of the city of 
Petersburg is a mass of tabulated information 
about a proposed Federal land bank district for 
which the city of Petersburg is to be the seat. 
These data cover the same field as applied to the 
proposed district as do the tables preceding them 
as applied to the city of Petersburg. 

The maps are designed to reveal at a glance 
the strategical location of Petersburg, its proximity 
to various centers and the nature of the surround- 
ing territory. One map shows the United States 
divided into land bank districts with six east and 
six west of the Mississippi River, another map 
shows the country districted with five east and 
seven west of the Mississippi, each one featuring 
Petersburg as the seat of a land bank. The state 
of Virginia is also mapped, showing in detail the 
geographical location of the city and port of 
Petersburg. 

Other maps show the normal annual percent- 
age of sunshine in the proposed district, the aver- 
age annual number of days with precipitation of 
0.01 inch or more, the normal annual number of 
inches of rainfall in the proposed district by 
states, normal annual number of degrees of tem- 
perature, average annual length of the crop grow- 
ing season, location of the city with reference to 
tobacco production, peanut production and cotton 
production, general trade territory, local trade 
territory, Petersburg and its environs showing in- 
dustrial communities and railroad and other trans- 
portation facilities, and a map showing the city 
with reference to water transportation facilities. 


No one can read this book without concluding 
that Petersburg is the exact center of the country. 
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ATLANTIC CITY HOTEL ARRANGEMENTS 


TLANTIC City, the choice of the Ameri- 
zx can Bankers Association for its 1917 con- 
vention, is noted for a number of things, 
Atlantic City is an 
agglomeration of hotels partly surrounded by the 
Boardwalk and the Atlantic What is 


more, Atlantic City hotel men keep house the year 


but above all for its hotels. 
Ocean. 


’round, and what they do not know about the 
refinements of hotel service is scarcely worth 
knowing. 

All this by way of assurance to prospective 
convention goers that there will be plenty of room 
for everybody, at regular rates, which have been 
guaranteed to the Atlantic City Publicity Bureau 
for the period of the meeting, September 24 to 30, 
1917. The hotels listed herewith have agreed with 
the Association to contribute to the Publicity 
Bureau a percentage of their receipts, out of 
which the local committee in charge will defray 
certain expenses of convention week. 


The fact that there are plenty of hotels, how- 
ever, does not mean that procrastination in making 
On 
trary, those who expect to attend should arrange 
for their accommodations without delay. The 
American Bankers Association has nothing 
whatever to do with making hotel reserva- 
tions. Applications for rooms should be made 
direct to the hotels listed. The only exception 
to this rule is that, following the instructions of 
the Executive Council, the General Secretary’s of- 


reservations is to be encouraged. the con- 


fice is making reservations for the officers, mem- 
bers of the Council and committees. Any further 
information concerning hotel facilities may be 
had by addressing George S. Lenhart, secretary- 
director of the Atlantic City Publicity Bureau, 
Atlantic City, N. J. The Publicity Bureau is 
conducted jointly by the Atlantic City Hotel 
Men’s Association and the Atlantic City Chamber 
of Commerce. 


In the following list the extreme range of 
rates for one and two persons, embracing all 
Details as to 
cost, with and without bath, etc., may be obtained 
direct from the hotel selected. The Boardwalk 
hotels are listed first, after which follow the names 
of other desirable hostelries. 


classes of accommodation, is given. 


A—American Plan. 
E—European Plan 


BoarpwaLk Horets: 


Royal Palace (A)...... 


One 
Person 


$4.00 to 


Breakers: 2.00 
St.. Charles .(A) 4.00 
Haddon Hall (A)...... 4.00 
Chalfonte (A).......... 4.00 
Traymore 6.00 “ 
Traymore (E).......... 3.00 
Brighton (A).......... 5.00 * 
Marlborough-Blenheim 
Marlborough-Blenheim 
Shelburne (E).......... 3.00 “ 
Gladstone (A)......... 3.00 “ 
Gladstone (E).......... 1.50 * 
Chelsea Court Apart- 
Paciric AVENUE: 
1.00 
Merrick (A) 2.00 
Merrick. 1.00 “ 
Channel] (A)... 2.00 “ 
Channel! 1.00 “ 
Arctic AVENUE: 
Wright’s (colored) (A). 2.00 
Wright’s (colored) (E). 1.00 
Ridley (colored) (A).. 2.00 “ 
Ridley (colored) (E).. 1.00 “ 
Marine AVENUE: 
Rheingold Inn (E)...... 1.00 
Vermont AVENUE: 
Dellbrook (A).......... 2.00 “ 
Dellbrook (E)........... 1.00 “ 
Touraine €A)) 2.50 “ 


Ruope Istanp AVENUE: 
Westmont (A)......... 


Massacuvusetts AVENUE: 


Phillips House (A)..... 3.00 
Phillips House (E)..... 1.00 
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Rates Per Diem 
Two 
Persons 


$8.00 $7.00 to $14.00 
8.00 8.00 “ 16.00 
7.00 4.00 “ 10,00 
7.00 7.00 “ 12.00 
8.00 7.00 “ 16.00 
6.00 7.00 “ 12.00 
10.00 11.00 “ 18.00 
6.00 6.00 “ 10.00 
15.00 10.00 “ 20.00 
12.00 5.00 “ 14.00 
9.00 9.00 “ 15.00 
8.00 9.00 “ 18.00 
6.00 5.00 “ 14.00 
9.00 8.00 “ 16.00 
6.00 5.00 “ 10.00 
5.00 6.00 “ 8.00 
2.50 3.00 “ 5.00 
8.00 9.00 “ 12.00 
2.00 2.00 “ 3.00 

1.50 

2.00 
2.50 4.00 “ 4.50 
1.50 2.00 “ 2.50 
2.50 3.50 “ 4.50 
1.50 1.50 “ 2.50 

4.00 

2.00 
4.00 4.00 “ 5.00 
2.00 2.00 “ 2.50 

1.50 
3.00 4.00 “ 5.00 
1.50 2.00“ 2.50 
5.00 5.00 “ 7.00 
5.00 5.00 “ 8.00 
6.00 6.00 “ 10.00 
3.00 2.000 “ 5.00 
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Rates Per Diem 
One Two 
Person Persons 


New Jersey AVENUE: 


Pierrepont (A)......... 3.00 to 4.00 6.00 to 8.00 
Grossman's (A)........ 3.00 “ 5.00 6.00 8.00 
I.ancken Cottage (EF)... 1.50“ 2.00 2.00 
Sr. Craries Pace: 
4.00 5.00 7.00 “ 10.00 
AVENUE: 
New Florence (A)...... 2.00“ 2,50 4.00 5.00 
New Florence (E)...... 1.00 “ 1.50 2.00 “ 3.00 
(A) 2.00 4.00 
Berkshire Inn (A)...... 3.00 “ 5.00 6.00 “ 10.00 
ite Hell (A)......... 2.00 “ 4.00 4.00 “ 7.00 
Rita Hall (E).......... 1.00“ 2,00 200“ 4.00 
Avon. Int (A). 2.50 “ 4.00 5.00 “ 7.00 
1.00 “ 2.50 2.00 4,00 
Victor gall (A)........ 2.00 3.00 4.00 
Victor Hall (E)........ 1.00 2.00 “ 2.50 
Grand Atlantic (A).... 3.00 “ 4.00 5.00 “* 8.00 
2.50 “ 5.00 5.00 “ 9.00 
1.50“ 3.50 3.00 “ 5.00 
Bothwell (A).....::.... 3.00 5.00 “ 8.00 
Wiltshire (A).......... 2.50% 5.00 5.00“ 10.00 
(A)... 2.50 “ 3,00 5.00 “ 7.00 
Bother (7)... 1.00 “ 2.50 “ 3.00 
3.00 “ 3.50 6.00 “ 9.00 
Raymond (A).......... 2.50 “ 3.00 4.00 “ 8.00 
(A)... 2.50 “ 3.00 4.00 “ 8.00 
Ausecon (E)........... 150 “ 2.00 2.50 “ 5.00 
Antonette, Apt. B-1 (E) 2.00 3.00 “ 4.00 
Albemarle (A)......... 2.50 4.00 “ 5.00 
2.50“ 5.00 5.00 “ 7.00 
PENNSYLVANIA AVENUE: 
Melrose Hall (A)...... 3.00 5.00 “ 6.00 
ptevenson 2.50 “ 3.50 5.00 “ 6.00 
Sourn AVENUE: 
Warwick (A).......... 3.00“ 5.00 5.00% 8.00 
Radnor (A)............ 150“ 200 3.00 4.00 
75“ 1.50 “ 2.00 
1.50 “ 2.00 3.00 “ 4.00 
Meyerdale (A)......... 2.50 “ 3.00 
Meyerdale (E)......... 1.50 “ 2.00 
Mulliga (A)............ 2.00“ 3.00 4.00“ 5.00 
1.00 “ 2.00 2.00 “ 3.00 
( A)... 2.00 “ 2.50 4.00 “ 5.00 
1.00 “ 1.50 2.00 “ 2.50 
New Princess (A)...... 3.00“ 4.50 5.00 “ 9.00 
New Princess (E)...... 1.50 “ 3.00 3.00 “ 6.00 
Ocean AVENUE: 
2.00 “ 2.50 4.00 4,50 
Belden 1.00“ 1.50 200“ 2.50 
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TENNESSEE AVENUE: 
Lafayette (A).......... 
Lafayette 
Hamilton (E)........:. 
Kenwood (A).......... 
Kenwood (2). 5... 
Rosemond (F)......... 
Continental (A)........ 
Fredomia (35). 
(A)... 
Greater Pittsburgh (A). 
Greater Pittsburgh (E). 

Sr. James Pace: 
(A). 
wen Tyke (A) 
(2) 
Devonshire (A)........ 
Thompson (A)......... 
Thompson (E)......... 
Seabrook 


New York AveNvE: 


Kentucky AVENUE: 
New Clarion (A)....... 
New Clarion (E)....... 
Promtenac’ (A) 
Monticello (A)......... 
Monticello (E).......,. 
Wellsbore (A)........... 
Wellsboro (E).......... 
Westminster (A)....... 
Westminster (E)....... 
Slivertom (A) 
Suverton (1)... 
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Rares Per Diem 


One Two 
Person Persons 
2.00 to 2.50 4.00 to 4.50 
1.00 “ 1.60 2.00“ 2.50 
1.00 * 1.50 2.00 “ 5.00 

2.00 “* 2.50 4.00 

1.50 2.00 
2.00 * 2.50 1.00 “ 5.00 
100“ 1.50 2.00 3.00 
1.00 “ 1,50 2:00“ 
2.00 3.00 1.00 7.00 
1.00 2.00 2.00'* - 800 
2.50“ 4.00 5.00 8.00 
2.50 “ 3.00 4.00 6.00 
1.00 “ 2.00 2.00 “ 4.00 
1.50 2.00 3.00 “ 3.50 
1.00 2.00 

1.50 3.00 

Py £5) 1.50 

2.50 4.00 

106 1,60 2.00 

2.50 “ 3.00 4.00 “ 5.00 
100°* 1.50 2.00 “ 2.50 
2.00 3.00 

1.00 2.00 

2.00 * 2.50 4.00 
2.00 “ 4.00 4.00 “ 10.00 
1.00 “ 3.00 2.00 “ 6.00 
2.00 3.00 “ 4.00. 
1.00 150 * 2.00 
2.50 “ 4.00 5.00 “ 7.00 
1.50 “ 2.00 3.00 “ 4.00 
a6 1.50 2.00 
3.00 6.00 * 7.00 
100 * 1.50 so.” 2.00 
1.00 “ 1.50 2.00 © 2.50 
2.00 2.50 4.00 5.00 
1.00 ™ 1.50 2.00 “ 3.00 
2.00 2.50 4.00 4.50 
1.50 2.00 * 2.50 
100 1.50 “ 2.50 
2.00 “ 4.00 4.00 “ 7.00 
1.00 “ 3.00 2.00 “ 4.00 
2.50 * 3.00 5.00 “ 6.00 
2.00 * 4.00 4.00 “ 7.00 
2.50 “ 5.00 4.00 “ 7.00 
150 * 2.00 “ 5.00 
2.50 * 3.00 4.00 * 6.00 
1.50 “ 2.00 2.00 4,00 
2.00 3.00 4.00 “ 6.00 
1.00 * 2.00 2.00 * 4.00 
1.50 “ 2.00 3.00 “ 3.50 
1.00 “ 1.50 2.00 “ 2.50 
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Rares Per Diem 


One Two 
Person Persons 
Kenrucky Avenue: (continued) 
Richmond 2.50 4.00 
Strath Haven (E)...... 1.00 to 2.00 1.50 to 3.50 
2.00 “ 3.00 3.50 
Mount’ VERNON AVENUE: 
2.00 “ 2.50 4.00 “ 4.50 
1.00 “ 1.50 2.00 “ 2.50 
AVENUE: 
Craig Hall (A)......... 250“ 5.00 5.00 “ 7.00 
Merle Cottage (E)....... 100“ 1.50 1.50 “ 2.00 
Park PLace: 
Glaslyn-Chatham (A)... 3.00 “ 3.50 5.00 “ 8.00 
Cheltenham-Revers (A). 2.50 “ — 6.00 5.00 “ 8.00 
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Rates Per Diem 


One Two 
Person Persons 
AvENUE: 
Pennhurat: 66. 3.00 to 6.00 6.00 to 9.00 
Arlington (A).......... 2.50 “ 5.00 4.00 “ 8.00 
Arlington (E).......... 125“ 1.50 2.00“ 2.50 


Pie ivi 5.00 5.00 “ 7.00 
Arkansas AVENUE: 

) 150 “ 2.00 3.00 “ 4.00 

Emmett (E)........... 1.00 

Terminal. (2) 100“ 3.50 2.00 “ 4.00 
Froriwa AVENUE: 

Chelsea Hall (A)....... 1.50 “* 3.00 3.00 “ 4.50 

Chelsea Hall (E)....... 1.00 “ 2.00 2.00 “ 3.50 


REGISTRATION AT THE ASSOCIATION OFFICES 


Durinc THE MontH or}Novemser, 1916 


Alsop, B. H., cashier Citizens Bank, New Frank- 
lin, Mo. 

Bean, Robert H., treasurer Casco-Mercantile Trust 
Company, Portland, Me. 

Clement, John B., second vice-president Central 
Trust Company, Camden, N. J. 

Cline, Howard, cashier Lake Placid National 
Bank, Lake Placid, N. Y. ; 

Crane, R. B., vice-president National Bank of 
Commerce, Toledo, Ohio. 

Culbertson, J. R., assistant cashier Central Bank 
Company, Lorain, Ohio. 

Culbertson, Mrs. J. R., Lorain, Ohio. 

Cutler, Ralph W., president Hartford Trust Com- 
pany, Hartford, Conn. 

Davenny, Captain Wilson I., Washington, D. C. 

Edens, William G., secretary Central Trust Com- 
pany of Illinois, Chicago, IIl. 

Fancher, E. R., governor Federal Reserve Bank, 
Cleveland, Ohio. 

Fitton, S. D., president First National Bank, Ham- 
ilton, Ohio. 

Fulton, C. W., Kansas City, Mo. 

Gerard, S. N., secretary Citizens Trust Company, 
Patchogue, N. Y. 

Gray, Wm. J., vice-president First and Old Detroit 
National Bank, Detroit, Mich. 

Guild, George A., cashier Central National Bank, 
Topeka, Kan. 

Hollister, Clay H., president Old National Bank, 
Grand Rapids, Mich. 

Hopkins, W. F., Buffalo, N. Y. 

Ingwersen, J. H., president Peoples Trust & Sav- 
ings Bank, Clinton, Iowa. \ 
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Jones, Breckinridge, president Mississippi Valley 
Trust Company, St. Louis, Mo. 

Lamb, W. L., assistant cashier National Bank of 
Commerce, Toledo, Ohio. 

Lampert, Nelson N., vice-president Fort Dearborn 
National Bank, Chicago, IIl. 

Neale, R. P., of Scott & Stringfellow, Bankers, 
Richmond, Va. 

Newcomer, Waldo, president National Exchange 
Bank, Baltimore, Md. 

Pearson, Alex., vice-president Security Trust Com- 
pany, Lexington, Ky. 
Reynolds, Arthur, vice-president Continental and 
Commercial National Bank, Chicago, III. 
Roberts, W. H., Jr., vice-president Fairmount Sav- 
ings Trust Company, Philadelphia, Pa. 
Rogers, George W., vice-president Bank of Com- 
merce, Little Rock, Ark. 

Runkle, Delmer, president Peoples National Bank, 
Hoosick Falls, N. Y. 

Servoss, Henry L., secretary United States Mort- 
gage and Trust Company, New York City. 

Smith, Helen, Adrian, Mo. 

Teter, Lucius, president Chicago Savings Bank & 
Trust Company, Chicago, Ill. 

Treble, W. W., assistant cashier City Bank Com- 
pany, Lorain, Ohio. 

Treble, Mrs. W. W., Lorain, Ohio. 

Wayne, Joseph, Jr., president Girard National 
Bank, Philadelphia, Pa. 

Williams, Clark, vice-president Morris Plan Com- 
pany, New York City. 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bank- 


ers Association, reported to the Journat-BuLietin during November. 
notifying this department immediately of any such changes. 


of information direct from members: 
GEORGIA 

Atlanta—Robert F. Maddox, formerly vice- 
president American National Bank, now president 
Atlanta National Bank, succeeding C. E. Currier, 
now chairman of the board. George R. Donovan, 
Atlanta National Bank and 
Peeples, formerly cashier American 
Ken- 
nedy, formerly assistant cashier Atlanta National 
Bank, now cashier. 


formerly cashier 
Thomas J. 


National Bank, now vice-presidents. J. S. 


ILLINOIS 

Wenona—Lyon Karr, formerly cashier First 
State Bank, now president, succeeding John W. H. 
Omar N. 
Harter, formerly assistant cashier, succeeds Mr. 


Hodge, now chairman of the board. 


Karr as cashier. 
MISSOURI 

Kansas City—Guy O. Seaton, formerly cash- 
ier Citizens State Bank, Superior, Neb., now vice- 
president Stock Yards National Bank, Kansas 
City, succeeding Arch. W. Anderson, who is now 
secretary-cashier Federal Reserve Bank of Kansas 
City. 

St. Louis—J. L. Johnston, formerly vice- 
president German Savings Institution, now presi- 
dent, succeeding Nelson W. McLeod, resigned. 

MONTANA 
Billings—Walter L. Clark, formerly secretary 


Members will confer a favor by 
Publication will be made only on receipt 


Spokane & Eastern Trust Company, Spokane, 
Wash., now vice-president Yellowstone National 
Bank, Billings. 

Billings—W. E. Waldron, formerly cashier 
Yellowstone National Bank, now president Secur- 
ity Trust & Savings Bank. 

NEW JERSEY 

Jersey City—Edward I. Edwards, formerly 
cashier First National Bank, now president, suc- 
ceeding Smith, Henry 
Brown, Jr., formerly assistant cashier, now cashier. 


George T. resigned. 
NEW YORK 

New York City—N. D. Jay, formerly man- 
ager bond department Guaranty Trust Company, 
now vice-president. L. S. Critchell, formerly as- 
sistant secretary, now manager publicity depart- 
ment, succeeding Fred W. Ellsworth, who was re- 
cently appointed secretary of the company. 

PENNSYLVANIA 

Pittsburgh—J. Howard Arthur, formerly as- 
sistant cashier Peoples National Bank, now cashier, 
succeeding Hervey Schumacher, who remains on 
the board of directors. Frank R. Flood and Joseph 
W. Ward, formerly assistant cashiers, now vice- 
presidents. 

Ridgway—A. W. Swift, formerly cashier Elk 
County National Bank, now assistant cashier Cen- 
tral National Bank, Philadelphia. 


AMERICAN CORPORATIONS IN RUSSIA 


In a recent issue of the bulletin of the American- 
Russian Chamber of Commerce is given a summary of 
the incorporation laws of Russia and special attention is 
devoted to the press of Russia as an advertising medium. 
In this connection the following report is of interest: 

“During the past ten years there has been a great 
increase in the number of joint stock companies incor- 
porated in Russia, and many of these have the support 
of English, Belgian, French and German capital. In 
1913 there were 240 joint stock companies incorporated 
with $205,602,930 capital. Twenty-one of these, with 
$18,360,000 capital, were foreign. Representatives of 
American business may enter the Russian market in two 
ways—either by the establishment of companies in the 
United States for the purpose of doing business in Russia 
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or by establishing companies under Russian laws. In 
order to do business in Russia it is necessary to secure 
special permission from the Imperial Russian Govern- 
ment, but the Russian business interests are now attempt- 
ing to secure a change in the incorporation laws, and it 
is believed that in the future companies will be incor- 
porated in Russia on the principle of registration instead 
of the now existing principle of special permission. 

“Russia has an extensive and well-established press. 
Just before the war there were approximately 2,167 
papers and magazines published in 246 cities and towns, 
reaching every part of the empire. There is not only a 
daily metropolitan press, with large circulation, but the 
provincial press and the trade papers are thoroughly 
organized.” 
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REPORTED DURING NOVEMBER, 1916 


Allee, W. S., president Miller County Exchange 
Bank, Olean, Mo. 

Ashley, J. M., president Union Banking Company, 
Douglas, Ga. 

Baldwin, W. C., director Keystone National Bank, 
Pa. 

Brown, J. A., vice-president Farmers and Citizens 
Savings Bank, Germantown, Ohio. 

Camp, D. N., vice-president New Britain National 
Bank, New Britain, Conn. 

Carpenter, 'T. Elwood, president Mount Kisco Na- 
tional Bank, Mount Kisco, N. Y. 

Chambers, George W., president and director Cen- 
tral National Bank, Wilmington, Del. 

Chapin, S. Horace, president Unadilla National 
Bank, Unadilla, N. Y. 

Congdon, Chester A., vice-president American Ex- 
change National Bank, Duluth, Minn. 

Crocker, Josiah W., director Industrial Trust 
Company, Providence, R. I. 

Cunnea, John J., vice-president Calumet National 
Bank, Chicago, 

Dorrow, Fred, director First National Bank, Sey- 
mour, Wis. 

Erskine, D. M., president D. M. Erskine and Com- 
pany, Highland Park, III. 

Geissler, William, president Montesano National 
Bank, Montesano, Wash. 

Glann, Milton H., cashier First National Bank, 
Butler, N. J. 
Hasking, James G., vice-president and director 
Union Trust Company, Jersey City, N. J. 
Kappes, Charles, trustee Staten Island Savings 
Bank, Stapleton, N. Y. 

Keables, A. F., vice-president Bank of Huntington 
Park, Huntington Park, Cal. 

Kimball, Frank E., president Wells River Savings 
Bank, Wells River, Vt. 


Kiser, John W., director First National Bank, 


Chicago, Il. 


Lammersdorf, Charles, president First State Bank, 
Salina, Utah. 

Moore, Z. H., president Oketo State Bank,’ Oketo, 
Kan. 

Moss, C. T., vice-president Llano National Bank, 
Llano, Tex. 

Newton, Howard D., president National Bank of 
Norwich, Norwich; president Sherburne Na- 
tional Bank, Sherburne, N. Y. 

Nilsson, Andrew, vice-president and director Co- 
lumbia Eyer Bank, Dayton, Wash. 

Planz, G. J., president Security Trust Company 
and F he Bank of Kern, Bakersfield, Cal. 
Sadler, W. F., Jr., president Broad Street National 

Bank, N. J. 

Scott, James F., director Corpus Christi National 
Bank, Corpus Christi, Tex. 

Simmons, N. C., director Merchants National 
Bank, Aurora, Il. 

Smith, I. G., vice-president Lyndora National 
Bank, Lyndora, Pa. 

Van Luven, H., cashier Union Trust Company, 
San Francisco, Cal: 

Vickers, George R., Jr., vice-president and director 
National Marine Bank, Baltimore, Md. 

Wallace, James C., director First National Bank, 
National City Bank, Superior Savings and 
Trust Company and Peoples Savings Bank 
Company, Cleveland, Ohio. 

Weaver, J. F., vice- president Farmers and ree 
chants Bank, La Plata, Mo. 

Wells, L. C., cashier Corpus Christi National 
Bank, Corpus Christi, Tex. 

Wilson, D. L., vice-president and director Fidelity 
Title and Trust Company, director Peoples 
National Bank, Peoples Savings Bank and the 
Safe Deposit and Trust Company, Pittsburgh, 
Pa. 

Wilson, J. W., vice-president Wein National 
Bank, Marion, Ind. 


INVESTING WAR SAVINGS IN GREAT BRITAIN 


War savings certificates is the name given to 
debentures issued by the British government to en- 
courage the investing of savings and other small 
sums in war bonds. Compounded, the interest 
equals about five and one-half per cent. per annum 
and the denominations are as small as $3.75. The 


certificates are free of taxation and their yield is 


not taxable under the income tax laws. Up to the 
middle of August nearly a quarter million such 
certificates were issued. The certificates are dis- 
tributed through war savings associations formed 
by members of clubs, religious societies, trade 
unions and building societies already organized. 
There are more than 3,000 savings associations. 
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LEGAL DEPARTMENT 


THOMAS B. PATON, GENERAL COUNSEL 


UNJUST PREFERENCES IN ALABAMA BANKING LAWS 
REMOVED BY VOTERS AT RECENT ELECTION 


On last election day, according to information 
received from Alabama, the qualified voters of the 
state decided to expunge from the State Constitu- 
tion the following provision, being Section 250 of 
Article 18, to take effect from the date of an offi- 
cial proclamation by the Governor making known 
the result of the vote: 


“Holders of bank notes, and depositors who 
have not stipulated for intérest, shall, for such 
notes and deposits be entitled in case of insolvency, 
to preference of payment over all other creditors; 
provided, this section shall apply to all banks, 
whether incorporated or not.” Const. 1901, Art. 
18, Sec. 250. 


This provision has been the law since 1875 
and it has been peculiar to Alabama, no other 
state having a similar law. It has worked great 
injustice not only to savings depositors in state 
banks which have become insolvent but also to 
banks and creditors in other states who have re- 
ceived the exchange of insolvent state banks in 
Alabama in payment of collection items. The 
holders of cashiers’ checks of failed banks have 
also been sufferers because of this provision. It 
has been held by the courts in Alabama that the 
holder of a cashier's check or of New York ex- 
change of a failed bank is not a depositor and is, 
therefore, not entitled to preference. As a result, 
all holders of bank exchange or cashiers’ checks 
of insolvent Alabama banks, have been subordi- 


nated to the preferred creditors, as have also the 
savings depositors. 

The Alabama Bankers’ Association has been 
conducting an active campaign for the repeal of 
this unjust provision of the State Constitution. 
By Act approved August 20, 1915 the legislature 
provided for submission of the question of repeal- 
ing the provision to the qualified voters at the 
November, 1916, election. Prior to the November 
election the Campaign Committee of the Alabama 
Bankers’ Association circularized the voters of the 
state, appealing to their humanity, justice and 
state pride to remove the discriminatory provision, 
showing that Alabama was the only state in the 
Union which thus discriminates against its savings 
depositors in favor of commercial depositors and 
that while bank failures in the state had been 
comparatively few, “the records of the State Bank 
Department show that ten state banks have failed 
within the past five years, and not one of their 
savings depositors has yet received even a partial 
payment on his or her deposit.””’ This appeal has 
proved effective and the repeal of the Constitutional 
provision will not only be to the advantage of 
savings depositors in state banks in the state but 
also to banks in other states which forward items 
for collection to Alabama banks and receive New 
York drafts or other bank exchange in payment 
therefor, as well as to all holders of cashiers’ 
checks of failed state institutions. 


SIGNATURE TO CHECK IN FICTITIOUS NAME 
WITH INTENT TO DEFRAUD IS’ FORGERY 


The practical question arises in the prosecu- 


tion of criminals whether, when a person signs a 
check in a fictitious name with intent to defra 

he can be punished as a forger or whether the 
crime is simply that of larceny or of obtaining 
money under false pretenses when he actually ob- 


tains money or property upon the bogus instru- 
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ment or, irrespective of obtaining value thereon, 
punishable under some of the special statutes mak- 
ing criminal the mere issuing of checks against in- 
sufficient funds. 

A depositor in a bank may fraudulently issue 
his check against insufficient funds or upon an 
overdrawn account and negotiate the same for 


| 
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value. In such case, although the act is criminal, 
the crime of forgery is not committed. But there 
are a large number of bogus check operations 
where the offender has no account in any bank but 
signs and negotiates a fraudulent check in the 
name of a fictitious drawer and the importance of 
the question whether the act of signing such check 
in a fictitious name with intent to defraud is a 
forgery, lies in the fact that, generally speaking, 
the penalty for forgery is more severe than for the 
other offenses above stated and it is more desir- 
able to prosecute under the forgery statutes. 

It has been found in actual practice, how- 
ever, that many prosecuting officers are loathe to 
bring a charge of forgery against a person who 
fraudulently signs and negotiates a bogus check in 
a fictitious name, their contention being that the 
crime of forgery has not been committed. This 
memorandum has, therefore, been prepared with 
citation of decisions from many states in support 
of the proposition that the signing of a check in a 
fictitious name, with intent to defraud, is a forgery. 

In Randolph v. State, 65 Nebr. 520, it was 
held that the signing of a fictitious name of a per- 
son to an instrument which is the subject of 
forgery, with an intention to defraud, is a false 
and fraudulent making of such instrument, and 
constitutes the offense of forgery. 

In the course of the opinion in this case, the 
court said: 


“We think the rule is well settled, and is sup- 
ported by authority, that by signing falsely and 
fraudulently the name of a fictitious person to an 
instrument, such as a check, promissory note, etc., 
as well as that of a real individual, in both cases 
there being an unlawful and criminal purpose to 
defraud, the offense of forgery is committed. 1 
Bishop, Criminal Law, sec. 572, and Vol. 2, sec. 
548. Says the Supreme Court of Michigan, in a 
case very similar in its general aspects to the one 
at bar: ‘It is next argued that the names to the 
order were fictitious and therefore the crime of 
forgery was not committed. ‘The common-law 


definition of “forgery” is a “false making, or a 


making malo animo of any written instrument with 
intent to defraud.” The present case is clearly 
within this definition. The authorities, moreover, 
lay down the rule as follows: “Signing fictitious 
names, or names of non-existing firms or persons, 
to an instrument, with an intention to defraud, is 
a false making and constitutes forgery.” ’ People 
v. Warner, 62 N.W. Rep. 405.” 
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In State v. Hahn, 38 La. Ann. 169, it was 
held that if the forged name be that of a fictitious 
instead of a real person, the offense of forgery is 
complete if the instrument has the appearance of 
being valid on its face. Held, further, that where 
the forgery is of a fictitious name, it would be 
error to charge the jury that there must be some 
evidence of similitude to the signature of a real 
person, because when there is no original there 
can be no similitude. 

In State v. Wheeler (Ore.), 10 L. R. A. 779, 
it was held that the execution of a promissory note 
in the name of a fictitious person, or under an as- 
sumed name, with intent to defraud, is forgery. 

In Logan v. United States, 128 Fed. 291, it 
was held that the unauthorized signing of names 
to notes of a national bank, purporting to be those 
of the president and cashier, constitutes the crime 
of forging such notes, under Rev. St. §5415 [U. S. 
Comp. St. 1901, p. 3662], whether the names so 
signed are in fact those of the president and cash- 
ier or of fictitious persons. See also United States 
v. Turner, 7 Pet. [U. S.] 132, holding that the 
making of a false instrument which is the subject 
of forgery, with fraudulent intent, in the name of 
a non-existing person is forgery. 

In Harrison v. State, 72 Ark. 117, it was held 
that where a check or draft was drawn by defend- 
ant on a bank not indebted to him, and signed 
with a name by which defendant was usually 
known (although such name was not really his 
own), this transaction did not constitute or amount 
to forgery. But in the later case of Maloney v. 
State, 121 S. W. (Ark.) 728, it was held that to 
constitute the offense of forgery of an instrument 
by means of a signature thereto, it is not neces- 
sary that the name signed should be that of a 
real person. Although the name is fictitious, the 
offense is committed neVertheless. 

In Williams v. State, 126 Ala. 55, it was held 
that a conviction may be had for forging the name 
of the drawer of a check, although he may have 
been a fictitious person. ‘The court said: “That 
a forgery, as we have intimated, may be committed 
by the false making. of a written instrument in the 
name of a fictitious person is too well settled to 
admit of controversy.” 

In California, Section 476 of the Penal Code 
specifically defines the signing of a fictitious name 
to a check or other negotiable instrument as a 
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forgery and stipulates the penalty therefor. In 
People v. Jones, 12 Cal. App. 129 it was held that 
where a person signs a fictitious name to a check 
or note and obtains money thereon, he is guilty of 
forgery. 

In People v. Nishiyama, 135 Cal. 299, it was 
held that where the payee of a check signed by the 
name of a fictitious maker, purporting to be the 
name of an individual person, was indicted for 
uttering a fictitious check, knowing it to be ficti- 
tious, an information, sufficient in other respects, 
which alleges that there was no such person and 
individual in existence as the said person named 
is sufficient, without negativing the remote possi- 
bility that there might be a bank, corporation,. or 
copartnership by such name. 

In State v. Chance, 82 Kan. 888 the court 
recognized the rule that the signing of a fictitious 
name to a check or other instrument with intent 
to defraud is a forgery and held that where one 
affixes to a note a signature which he intends shall 
be regarded as that of another person the act is 
not prevented from being forgery by the circum- 
stance that the name is not correctly written. 

In State v. Vineyard, 16 Mont. 138, it was 
held that it is forgery to sign a money order or 
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check of apparent legal efficacy in an assumed 
name if the name was assumed to defraud the 
person to whom the order or check is given, or if 
under such circumstances as are likely to defraud. 

People v. Brown, 103 N. Y. Supp. 904, holds 
that it is a crime to forge a fictitious name, if done 
with intent to defraud. 

The law in Pennsylvania, declared in a nisi 
prius court, but which has never been overruled, 
is thus stated in Com. v. Bachop, 2 Pa. Sup. Ct. 
294: “The making of any false instrument, which 
is the subject of forgery, with a fraudulent intent, 
although in the name of a non-existent person, is as 
much a forgery as if it had been made in the name 
of one who was known to exist and to whom credit 
was due.” 

In Brewer v. State, 32 Tex. Cr. Rep. the 
rule was declared that a party who signed the name 
of a person who had no legal capacity to make the 
instrument, is guilty of forgery. And also if he 
makes a false instrument and signs the name of a 
fictitious person thereto. And this rule was recog- 
nized and adopted in Scott v. State, 40 Tex. Cr. 
Rep. 105, and in Davis v. State, 34 Tex. Cr. Rep 


OPINIONS OF THE GENERAL COUNSEL 


PROTEST FOR BETTER SECURITY 


The utility of a protest for better security authorized 
by the Negotiable Instruments Act and the form in 
which such protest should be made. 

From Mississippi—Please advise as to the purpose or 
utility of Section 158 of the Negotiable Instruments Act 
and the form which should be used in connection with 
protesting an item under that section. 


Section 158 of the Negotiable Instruments 
Act provides: 


“Where the acceptor has been adjudged a 
bankrupt or an insolvent, or has made an assign- 
ment for the benefit of creditors, before the bill 
matures, the holder may cause the bill to be pro- 
tested for better security against the drawer and 
indorsers.” 


Section 161 of the Act provides: 


“Where a bill of exchange has been protested 
for dishonor by non-acceptance or protested for 
better security, and is not overdue, any person not 
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being a party already liable thereon may, with the 
consent of the holder, intervene and accept the bill 
supra protest for the honor of any party liable 
thereon, or for the honor of the person for whose 
account the bill is drawn. * * *” 


The causing of protest for better security does 
not appear to be a procedure much resorted to at 
the present day, at least so far as transactions in 
our interstate commerce are concerned. It had its 
origin in the custom of merchants (see Anonymous, 
1 Ld. Raymond, 743; Chitty on Bills, p. 385; Ex 
parte Wackerbath, 5 Ves. 574; La Banque Na- 
tionale v. Martel, 17 Quebec Superior Ct. 97) and 
was provided for in the English Bills of Exchange 
Act, the provisions on this subject being substan- 
tially followed in our own Negotiable Instruments 
Act. 

The utility of this kind of protest seems to lie 
in the fact that, when the acceptor becomes a bank- 
rupt, the causing of protest for better security and 
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giving of notice thereof to the drawer and prior 
indorsers, will enable him or them to procure some 
friend or correspondent to accept the bill, supra 
protest, for their honor. It is not, of course, ob- 
ligatory upon the holder to cause this protest to 
be made; nor does such protest dispense with the 
necessary steps upon dishonor at maturity. Fur- 
thermore, the failure of the drawer or indorsers 
to provide a new acceptor or give other security 
following a protest for better security, does not 
entitle the holder to accelerate the maturity of the 
bill and proceed against them before it becomes 
due. 

You ask as to the form which shall be used in 
making such kind of protest. After considerable 
search, I have been unable to locate any specially 
prepared form for this kind of protest in any of 
the published books of forms. Inquiry has also 
been made of bankers dealing in foreign exchange, 
but the transaction is seemingly infrequent at the 
present day, and so far as such inquiry has ex- 
tended, there does not appear to be any regularly 
prescribed form for such cases. The Negotiable 
Instruments Act in prescribing what a protest 
must specify, requires, among other things, that it 
shall state the time, place, fact and manner of 
presentment, the demand made and answer given. 
These requirements, applicable to the ordinary 
case of a bill dishonored by non-acceptance or 
non-payment, are clearly inapplicable to a protest 
for better security because, as the bill is not due 
when the acceptor becomes bankrupt, there can be 
no presentment and demand for payment of the 
bill in such a case. The Negotiable Instruments 
Act, therefore, while authorizing a protest for bet- 
ter security fails to specify the requirements of 
such a protest. It would seem that a certificate, 
made under the hand and seal of the notary, con- 
taining a copy of the bill or having the original 
bill annexed thereto, which should recite (follow- 
ing as closely as possible the language of the Act) 
that the acceptor has been adjudged bankrupt 
before the bill has matured, for which cause the 
bill is protested for better security against the 
drawers and indorsers, would be sufficient. This 
should be followed, of course, by notice to the 
drawer and indorsers. The object being merely 
to advise the drawer and indorsers of the situa- 
tion that they may take steps if they choose, to 


provide better security, the omission to make such 
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protest not affecting the holder’s remedy against 
the drawer and indorsers upon non-payment at 
maturity, and the failure or refusal of the drawer 
and indorsers to provide better security not giv- 
ing the holder any right to immediately proceed 
against them, it would seem that the form of 
notarial protest by which the fact of bankruptcy 
of the acceptor is established and the drawer and 
indorsers advised thereof, would not be particu- 
larly material. 


PROTEST OF CHECK ON WHICH ONE 
SIGNATURE MISSING 


Where, by agreement between bank and depositor, a 
check requires two signatures to authorize payment 
and the drawee refuses to pay because one of such 
signatures is missing, protest is justifiable and valid 
From Tllinois—Will you kindly favor us with your 

opinion regarding the legality and propriety of protest- 

ing a check on which one signature is missing? The 
facts are as follows: A corporation customer of this 
bank issued a check and sent it to a distant city signed 
by one officer, whereas the signature card and instruc- 
tions to us require two signatures before paying this 
check. When the check was received here, payment was 
refused and notation “signature missing” was placed on 
the check, which was then returned. The national bank 
which handled the check and made presentation to us 
has, at the request of their customer, protested the check. 

We should like to know whether in your opinion this 

action was legal or justified. 


The question here presented is whether pro- 
test of a check, refused payment because one of 
two required signatures is missing, is legal and 
justifiable. The Negotiable Instruments Act of 
Illinois provides (sec. 151) that where a foreign 
bill is “‘dishonored by non-payment” it must be 
protested and (sec. 117) where an inland bill “has 
been dishonored” it may be protested. The Act 
thus defines when an instrument is dishonored: 


“The instrument is dishonored by non-pay- 
ment when (1) it is duly presented for payment 
and payment is refused or cannot be obtained or 
(2) presentment is excused and the instrument is 
overdue and unpaid.” Sec. 83, Ill. Act. 


To authorize or justify a protest, therefore, 
the instrument must be “dishonored” and one of 
the essentials to constitute dishonor is that the in- 
strument must be “duly presented.” The test, 
then, is whether a check presented for payment 
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with one signature missing is “duly presented.” I 
think it would be so held. So far as the private 
contract between drawer and bank is concerned, 
the check requires two signatures and the bank has 
no right to pay and is justified in refusing to pay 
when one signature is missing. But so far as the 
holder of the check is concerned he is in posses- 
sion of a negotiable instrument, complete and regu- 
lar on its face, bearing the signature of a drawer 
and without notice that more than one signature 
is required. One of the requirements of negotia- 
bility provided by the Act is that the instrument 
“must be in writing and signed by the maker or 
drawer.” The instrument in question has the 
genuine signature of a drawer—it is not a forged 
signature—and although not signed in the manner 
agreed upon to authorize payment, it nevertheless 
is signed by a drawer. I think, therefore, it would 
be held to-be a genuine negotiable instrument duly 
presented by the holder thereof and that the re- 
fusal of payment of such an instrument would be 
a dishonor which would make its protest justifiable 
and valid. 


PROTEST OF CHECK 


Protest for non-payment unauthorized in cases where 
(1) check presented by third person without payee’s 
indorsement (2) post-dated check presented before 
due date and (3) check has been previously dis- 
honored and protested. 


From Georgia—(1) Should a check be protested if 
it was presented by a third party without the indorse- 
ment of the party to whom the check was made payable, 
and if payment was refused? (2) Should a check be 
protested if the check was dated ahead and was pre- 
sented at the bank for payment before the date of the 
check? In other words, if a party should give another 
party a check and date it on the 15th of the month, and 
that check was presented at the bank for payment on 
the 12th of the month and payment was refused, should 
the check be protested? (3) If a check is presented 
for payment and refused, and protested, and the protest 
papers with the check were returned again and pay- 
ment was refused, should the paper be protested the 
second time? 


1. Where a check is presented by a third per- 
son without the indorsement of the payee and pay- 
ment is refused for that reason, such refusal, in 
my opinion, is not a dishonor which would justify 
a protest. To constitute dishonor, it is essential 
that there be due presentment of the check. It 
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cannot be said that a check, without the indorse- 
ment of the payee and presented by a third person 
is duly presented because the payee’s indorse- 
ment, which is the order and authority to the bank 
to pay the holder, is lacking. See, for example, 
Harden v. Birmingham Trust & Savings Bank, 
55 So. (Ala.) 943 in which the court said: “In order 
to fix the liability, as for breach of duty, on a bank 
for a failure to pay a check of a depositor drawn 
in favor of another person, it must appear that 
the check was presented at the proper time and 
place, and properly indorsed by the payee, and if 
it has been transferred by the payee to another, 
then it should be indorsed by such other person 
also.” 

2. Nor is there any authority of law for pro- 
test of a post-dated check, payment of which has 
been refused on presentment before the due date. 
A bank upon which a post-dated check is drawn 
has no authority to pay the same until the day of 
its date arrives and such a check is neither pre- 
sentable, payable nor protestable before such date. 

3. There is no efficacy in protesting a check 
a second time after it has once been protested for 
non-payment and is again presented with demand 
for payment which is refused. Such an instru- 
ment has already been dishonored and the liability 
of the parties fixed by the first protest. A second 
protest would be of no effect. 


PAYMENT OF CHECK 


Check ‘‘given as earnest money on land trade’’ is un- 
conditional and may be paid by bank without in- 
quiry—Drawer’s right to stop payment. 

From Texas—Kindly advise us if a check which 
bears the notation “given as earnest money on land 
trade” puts the drawee bank on notice to investigate the 
status of said land trade before cashing the check? 
Also, could party giving the check stop payment, pend- 
ing a difference in opinion as to the meaning of certain 
wording in the contract? 


The check in question bearing the notation 
“given as earnest money on land trade” would be 
construed, I think, as an unconditional order on the 
bank to pay the sum named, the quoted words be- 
ing a mere statement of the consideration for which 
the check was given, and not an order the pay- 
ment of which is conditioned upon the completion 
of the land trade. In other words, I think the 
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check would be construed as negotiable and uncon- 
ditional and that the drawee bank would not be 
put on inquiry as to the status of the land trade 
before making payment. 

You ask whether the drawer of the check 
could stop payment, pending the settlement of a 
difference of opinion as to certain wording in the 
land contract. If the check operated to assign the 
fund in bank, as soon as delivered, the -drawer 
would have no right of countermand, but if it was 
a mere order on and authority to the bank to pay 
and did not have the legal effect of an assignment, 
the drawer would have a right to stop payment. 
The question whether a check, of itself, constitutes 
an assignment is one upon which the courts in 
many states have differed in the past, but the en- 
actment of the Negotiable Instruments Act in 
nearly all the states has settled the law, almost 
universally, in favor of the rule therein provided 
that “a check of itself does not operate as an as- 
signment of any part of the funds to the credit of 
the drawer with the bank and the bank is not liable 
to the holder unless and until it accepts or certifies 
the check.” In Texas, where this law has not yet 
been enacted, there are a few decisions of courts 
of civil appeals to the effect that a check, of itself, 
constitutes an equitable assignment (Doty v. Cald- 
well, 38 S. W. 1025; Vaughn v. Farmers and Mer- 
chants Nat. Bank, 126 S. W. 690), but the more 
numerous body of Texas cases, as well as the more 
recent, hold the contrary, although the point does 
not appear to have been passed upon by the 
Supreme Court and the various decisions are those 
of the courts of civil appeals in the different dis- 
tricts. In Central Bank & Trust Co. v. Davis, 
149 S. W. 290, decided by the Court of Civil 
Appeals at Austin, the court says: 

“There is a conflict in the authorities as to 
whether or not the party in whose favor a check 
is drawn upon a bank is entitled to sue thereon in 
his own name. The authorities in this state are 
against such contention. House v. Kountze Bros., 
17 Tex. Civ. App. 402, 43 S. W. 561; Gamer v. 
Thompson, 85 Tex. Civ. App. 283, 79 S. W. 1083; 
Terry v. Dale, 27 Tex. Civ. App. 1, 65 S. W. 51, 
396. We quote from House v. Kountze, supra, as 
follows: ‘Appellant’s contention is that the draw- 
ing of the check operated as an assignment to him 
pro tanto of the amount of the funds deposited to 
the credit of Bonner & Bonner with Kountze Bros., 
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and gave him a right of action against Kountze 
Bros., although the check was never accepted by 
them. * * * The weight of authority is that 
such a suit cannot be maintained; the courts hold- 
ing that the payee of an unaccepted check has no 
right of action against the banker to do so upon 
the grounds that the contract is with the depositor, 
and the bank owes no duty to the check holder, 
and therefore he can maintain no action for want 
of privity of contract; that the check is simply an 
order that may be countermanded at any time, 
and does not operate as an assignment, legal or 
equitable, of the deposit upon which it is drawn, or 
create a lien thereon at law or in equity.’ This 
opinion was rendered by the Court of Civil Ap- 
peals at Galveston, Chief Justice Garrett dissent- 
ing, but a writ of error therein was denied by the 
Supreme Court. The decision in House v. Kountze 
was referred to and approved by this court in 
Terry v. Dale, supra, in which case a writ of error 
was also refused.” 

Also in the later case of Davis v. State Nat. 
Bank, 156 S. W. 321, the Court of Civil Appeals 
at El Paso held that a check does not of itself 
constitute an equitable assignment of the sum for 
which it is drawn, citing House v. Kountze, supra; 
also McBride v. American etc., Co., 127 S. W. 229. 

Again, in the still later case of First Nat. 
Bank v. Texas Moline Plow Co., 168 S. W. 420, 
decided by the Court of Civil Appeals at Fort 
Worth in 1914, the court says: 

“(1) It is well settled in this state that the 
mere giving of a check upon a bank even for valu- 
able consideration does not, prior to its acceptance 
by the bank, operate as an assignment pro tanto 
of the amount standing to the credit of the drawer 
of the check. House v. Kountze, 17 Tex. Civ. 
App. 402, 43 S. W. 561; McBride v. American 
Railway & Lighting Co., 127 S. W. 229. It is 
equally as well settled that the facts and circum- 
stances in conjunction with the giving of a check 
may be such as to constitute an assignment pro 
tanto of the deposit in bank even before the check 
is accepted by the drawee bank. N. Y. Life Ins. 
Co. v. Patterson & Wallace, 35 Tex. Civ. App. 447, 
80 S. W. 1058; Burns & Bell v. Lowe, 161 S. W. 
942. 

“(2) One of the essentials necessary to con- 
stitute such an assignment is the intention of 
the parties that the check shall have that effect. 
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The absence of such intention is noted in House v. 
Kountze, supra, and the necessity for the same in 
order to constitute an assignment is recognized in 
McBride v. American Ry. & Lighting Co., supra, 
and the decisions therein cited, and also in Peters 
v. Hardin & Co., 168 S. W. 1035.” 

In Peters v. Hardin, 168 S. W. 1035, con- 
temporaneously decided by the same court, it is 
held that the fact that the drawer exhibited to the 
payee a deposit slip covering the amount of the 
check at the time the check was delivered did 
not indicate an equitable assignment and was not, 
in legal effect, anything more than was to be im- 
plied from the mere drawing of the check. 

According to the weight of authority in Texas, 
a check of itself does not constitute an assignment 
to the payee of the amount of the check and I do 
not think the addition to the check of the words 
“given as earnest money on land trade” would be 
construed to indicate an intention to assign the 
money in bank to the payee any more than the mere 
giving of an ordinary check would be so construed. 
It is simply a statement on the check of the con- 
sideration for which it is given. I think, therefore, 
the drawer would have the right to stop payment 
of this check. 


SLANDER OF BANK DEPOSITOR 


Where holder of check makes inquiry of drawee over 
telephone as to drawer’s account and because of 
defective wire, inquiry is misunderstood to refer to 
a different person and answer made that party has 
no account, which leads to apprehension of drawer 
whose check is good, opinion that drawee not liable 
to depositor in action of slander, nor to inquiring 
bank, in case latter held liable in damages to drawer. 


From California—A country bank purchases a check 
on a city bank and afterwards telephones the drawee 
asking if the check is good, so far as the amount is con- 
cerned. Owing to heavy wire conditions, the name of 
the drawer is misunderstood and the inquiring bank is 
advised that such person has no account in the drawee 
bank. The drawer of the check is thereupon appre- 
hended by an officer and detained until further investi- 
gation can be made. After this investigation it is 
learned that he has an account at the drawee bank and 
that his check is good. When the check itself reached 
the drawee bank, through the usual channels of mail, it 
was promptly paid. What is the liability, if any, of the 
drawee bank because of the misunderstanding of the 
name over the telephone? 
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I fail to see any ground upon which the drawee 
bank could be held liable in the case stated. The 
only possible ground of liability would be in an 
action of slander which has been defined in Cali- 
fornia as a false and unprivileged publication 
which tends directly to injure another in respect 
to his profession or business, either by imputing 
general disqualifications, or something with refer- 
ence te his profession or business which has a 
natural tendency to lessen its profit. Cal. Civ. 
Code, Sec. 46, Subdiv. 3; Swan v. Thompson, 124 
Cal. 193; Rea v. Wood, 105 Cal. 314. But in 
this case the statement made by the drawee, bank 
over the telephone that the person who was the 
subject of the inquiry had no account with the 
bank was not made concerning the drawer of the 
check in question. True the inquiry made at one 
end of the telephone named the drawer but as 
received at the other end, it was not understood 
to relate to this particular depositor, but to a 
different person. Without discussing whether, 
had the bank not misunderstood the name but had 
mistakenly or inadvertently replied that there was 
no account, it would be liable in an action of 
slander where there was no malice, or intent to 
slander, in the present case there would seem 
clearly no liability in such an action where the 
person injured was not the person in the mind 
of the bank officer to whom the statement applied. 
The mistake over the wire led to the appre- 
hension of and caused injury to an innocent de- 
positor and, assuming the bank which caused the 
depositor to be apprehended might be held liable 
to him in damages, I fail to see any ground upon 
which the drawee bank could be held responsible 
either to the drawer or to the bank making the 
inquiry. If it was sued in an action by the in- 
quiring bank for deceit, because it had made a 
false statement of a material fact upon which 
another had relied to his injury, it could not be 
proved the bank had made any false statement. 
Nor could the drawee bank be held liable to the 
inquiring bank in an action for negligence for, in 
the first place, a bank is under no duty to the 
holder of a check to answer over the telephone 
as to the state of the account of the drawer and, 
though it voluntarily assumes such duty, there 
would be no neglect thereof when it truthfully 
made answer that a person, whose name it re- 


ceived over the telephone, had no account with 
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the bank, although the name communicated 
through the telephone was that of a depositor in 
good standing. ‘This case is a somewhat novel 
one, but I think in a case like the present the 
risk of correct transmission over the telephone of 
the subject of an inquiry is taken by the person 
transmitting and not by the person receiving the 
message and that in the present case the drawee 
bank could neither be held liable to its depositor 
in an action of slander nor to the inquiring bank 
in case the latter should be held liable in damages 
for the injury caused. 


NOTICE OF DISHONOR BY DRAWEE 
OF STOPPED CHECK 


Drawee of indorsed inland check, received through the 
mail, payment of which has been stopped, is not 
obliged to notify all indorsers of dishonor but notice 
to immediate principal is sufficient—Protest of 
stopped check customary. 

From North Dakota—We recently received a* check 
drawn on this bank by one of our customers on which 
payment had been stopped and which we returned to the 
bank sending to us with our reasons for so doing. There 
were several indorsers on the instrument. Was it our 
duty to notify each of dishonor, or did our treatment 
of the item relieve us of further responsibility? The 
check was an inland bill. 


The drawer who stops payment of his check 
is liable thereon without demand or notice, but 
where the check is indorsed, the indorsers are en- 
titled to due notice of dishonor. 

Your inquiry relates to the duty of the drawee 
as agent for collection of a check received through 
the mail, payment of which has been refused be- 
cause of countermand, in the matter of notice of 
dishonor. The Negotiable Instruments Act pro- 
vides: 

“Where the instrument has been dishonored 
in the hands of an agent, he may either himself 
give notice to the parties liable thereon, or he may 
give notice to his principal. If he give notice to 
his principal, he must do so within the same time 
as if he were the holder, and the principal, upon 
the receipt of such notice, has himself the same 


time for giving notice as if the agent had been an 
independent holder.” 


In Gleason v. Thayer, 87 Conn. 248, decided 
under the above statute, it was held that a bank 
which receives a note for collection from another 
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bank may give notice either to all the parties or to 
the bank from which it received the note, which 
can then notify antecedent parties. See, also, 4 
Jl, A. B. A. 434, in which an opinion under this 
statute is given. 
Your bank, therefore, was not obliged to 
notify each indorser of dishonor, but notice to your 
Indeed it 
would seem impracticable in most “cases to notify 
all prior indorsers unless the bank was supplied 


immediate principal was _ sufficient. 


with information of their whereabouts or ad- 
dresses. 

It is customary also, I believe, for the collect- 
ing agent to protest an inland check where there 
are indorsers to be held for, while the indorsers 
are liable upon due notice of dishonor without 
protest, as the instrument is not a foreign bill of 
exchange, the notary’s certificate affords a con- 
I do not 
think omission of protest by the drawee bank, how- 
ever, would entail any liability upon the collecting 
bank, because of neglect of a customary duty, for 
no real damage would be caused thereby. 


venient means of proving dishonor. 


PUBLICATION OF NAMES OF BANK 
DEBTORS IN “DELINQUENT 
BOOK” 


\v collection agency which publishes in a “delinquent 
book” the names of debtors against whom it holds 
claims for collection would be subject to action for 
libel and a bank furnishing to such agency the 
names of certain of its debtors, with authority and 
intention, if the debts are not paid, that such names 
be so published, would be likewise responsible. 


From Iowa—A representative of a collection agency 
in Chicago was at our town and went among the 
merchants getting a line on bad accounts. This person 
called at our bank and we had on hand a number of 
small notes that we had been unable to collect. The 
plan of this agency is to take the names of the parties 
for which we pay a small fee and a certain per cent. 
of face of note if same is collected. We gave these 
people a number of names but since that time we have 
been wondering if we did right in this matter. What 
we would like to know is, if we have.a note signed by a 
party who gives another person as security, are we justi- 
fied in sending in to this collection agency both names 
on the note? Could the security have any recourse 
upon us for sending his name in to a company of this 
kind? From what we understand, this company advises 
these parties that they have an account for collection 
against them and if same is not paid in a certain time, 
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their name is published in the agency’s “Red Book,” 
showing that they owe a certain amount in whatever 
town the debt was made. 


It is generally held to be libelous per se (i. e., 
without allegation or proof of special damage) to 
publish or cause to be. published a person’s name 
as a delinquent debtor or one unworthy of finan- 
cial credit; especially so where the charge affects 
a person in his business or profession. For ex- 
ample: 

In Nettles v. Somerville, 6 Tex. Civ. App. 
627, it was held that letters sent to plaintiff in an 
open envelope stamped “bad debt collection agen- 
cy” and stating that plaintiff must pay her debts 
or be published as a delinquent debtor, are libel- 
ous per se; further, that publishing one’s name in 
a list of “dead beats and delinquents” for circu- 
lation among business men is libelous per se. 

In White v. Parks, 93 Ga. 633, it was held 
that to “blacklist” a person in writing and thus 
publish concerning him that he is a delinquent 
debtor, when in fact he owes nothing, tends to in- 
jure his reputation, render him odious and sub- 
jects him to public contempt and such a publica- 
tion is libelous and actionable per se. 

In Masters v. Lee, 39 Neb. 574, it was held 
that a member of an association of retail dealers 
who procures the name of a person to be listed 
and published as a delinquent is liable to such 
person for all damages to his credit resulting 
therefrom. 

In Muetze v. Tutuer, 77 Wis. 236, defend- 
ants, members of an association for collecting bad 
debts, claiming that plaintiff was indebted to 
them, caused the association to mail to him de- 
mands for payment, some of which were enclosed 
in envelopes on which was printed the business 
card of the association and that it ‘was “for col- 
lecting bad debts” and these were accompanied 
with threats that, in case of a refusal to pay, his 
name would be published in a book in a list of 
persons not worthy of credit, which would be dis- 
tributed to all members in the United States and 
Canada. Subsequently such publication was 
made. It was held that the communications on 
the envelopes were libelous. 

In Cleveland Retail Grocers’ Association v. 
Exton, 18 Ohio Cir. Ct. 145, an association pub- 
lished a “delinquent book” stated to be compiled 
from reports furnished by members of the as- 
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sociation of delinquent customers and to contain 
the names of people who had in the past failed 
to pay their grocery bills and were unworthy of 
credit. In this book was published the name and 
address of the plaintiff with the addition of the 
words “housekeeper, $7.17.” It was held that 
the meaning to be gathered from the publication 
was that the persons whose names were printed 
therein were persons who had actually defrauded 
members by whom their names were furnished or 
had been guilty of some other act whereby they 
had forfeited the respect and confidence of the 
community wherein they resided; that the fair 
meaning conveyed to a person reading the book 
was that the person referred to as “housekeeper’’ 
had failed to pay her grocery bill and was un- 
worthy of credit and would tend to disgrace such 
person in the estimation of those who read the 
book and naturally tend to expose such person to 
public hatred, contempt or ridicule, or deprive 
her of the benefits of public confidence or com- 
mercial intercourse; that such publication was 
libelous and an action therefor would lie, al- 
though no special damage was alleged. See, also, 
Patterson v. Evans, 134 S. W. (Mo.) 1030. 

In the light of the foregoing authorities, it 
would doubtless be held libelous for the colléction 
agency referred to in your letter to publish in its 
“red book” so called, a list of debtors of your 
bank and circulate same in the town where the 
debtors reside. Whether your bank could be held 
responsible for such publication would depend, I 
think, upon whether you participated in or caused 
these names to be published. You would have 
the undoubted right to turn these bad accounts 
over to any collection agency you saw fit for the 
purpose of obtaining their assistance in making 
collection, but if you did so with the knowledge 
that among the methods employed by such agency 
was a libelous publication of a book of delin- 
quent debtors and forwarded the names with the 
authority and intention that they should be so 
published, if the debts were not paid, I think 
there would be a liability on your part. 

In all civil actions for libel, the truth of the 
matter charged as defamatory may be pleaded in 
defense or justification, although in some juris- 
dictions the truth is a complete defense only 
when published with good motives and for justi- 
fiable ends. But I do not understand that in all 
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cases where a person may be a debtor upon an 
unpaid bill or note, the truth that such person 
is so indebted, is sufficient justification for pub- 
lishing his name among a list of “delinquent 
debtors,” the natural inference being that he is 
unworthy of credit and the effect of such publi- 
cation being to injure him in the eyes of the pub- 


lie. 


TRADE ACCEPTANCE 


Where acceptance dishonored, acceptor is liable for 
principal and interest—Drawer also liable when 
liability fixed by due steps upon dishonor. 


From California—I would like to submit the follow- 
ing questions in reference to trade acceptances: If an 
acceptance is not paid when due, from whom is the bank 
entitled to collect interest? If the drawee of an accept- 
ance should go into bankruptcy, is the drawer liable on 
the usual acceptance forms? Is a trade acceptance a 
negotiable instrument. according to the provisions of the 
California law? 


A trade acceptance is a negotiable instrument 
under the provisions of the California statute re- 


Under the defini- 
tion of the Federal Reserve Board a trade accept- 


lating to negotiable instruments. 


ance is nothing more than an ordinary bill of 
exchange “drawn by the seller upon the purchaser 
of goods sold and accepted by such purchaser.” 
You ask, if the acceptance is not paid when 
due, from whom is the bank entitled to collect 
interest. The effect of the acceptance is to consti- 
tute the acceptor the principal debtor. Ragsdale 
v. Gresham, 141 Ala. 308; Dan. Neg. Instr., Sec. 
532. 


as well as for principal. 


As such, he is, of course, liable for interest 
The drawer who is duly 
charged upon the dishonored acceptance is ‘also 
Upon the 
acceptance of a bill of exchange, the drawer stands 


liable for both principal and interest. 


in a very similar relation to the first indorser of 
a promissory note and, subject to the necessary 
steps to preserve his liability upon dishonor of the 
instrument, he‘becomes liable for its payment with 
interest on its non-payment at maturity by the 
acceptor. The California statute upon the draw- 
er’s liability is as follows: 

“The rights and obligations of the drawer of 
a bill of exchange are the same as those of the 
first indorser of any other negotiable instrument.” 
(Kerr’s Civ. Code Cal., Sec. 3177). 
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“Every indorser of a negotiable instrument, 
unless his indorsement is qualified, warrants to 
every subsequent holder thereof, who is not liable 
thereon to him: 


“1. That it is in all respects what it purports 
to be. 

“2. That he has a good title to it. 

“3. That the signatures of all prior parties 
are binding upon them. 

“4. That if the instrument is dishonored, the 
indorser will, upon notice thereof duly given to 
him, or without notice, where it is excused by law, 
pay the same with interest, unless exonerated under 
the provisions of sections,’ * * * ete. (Ibid. 
Sec. 3116). 

Of course in the case of a foreign bill of ex- 
change, protest is also necessary to hold the 
drawer. The drawer’s contract, however, as to 
rate of interest would be governed by the law of 
the place where the bill is drawn and not by the 
law of the place of the acceptor. Allen v. Kemble, 
6 Moore, P. C. 314; Musson v. Lake, 4 How. 262. 


DEPOSIT OF MINOR IN NATIONAL 
BANK 


New York statute authorizing banks to pay deposits to 
minors probably applicable to national banks in the 
state. 


From New York—Is it legal for a national bank in 
this state which conducts an interest department, or 
virtually a savings department, to accept a deposit from 
a person under twenty-one years of age, and to carry 
such an account without having an individual of mature 
age as trustee? We would greatly appreciate your 
advice as to any age required by state law in the open- 
ing of either a check account or a savings account with 
a national bank in New York State. ' 


The Banking Law of New York in Article 
III relating to “banks” contains the following 
provisions: 


Sec. 148. “When any deposit shall be made 
by or in the name of any minor, the same shall 
be held for-the exclusive right and benefit of such 
minor, and free from the control or lien of all 
other persons, except creditors, and shall be paid, 
together with the interest thereon to the person 
in whose name the deposit shall have been made, 
and the receipt or acquittance of such minor shall 
be a valid and sufficient release and discharge for 
such deposit or any part thereof to the bank * * *” 
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A similar provision is contained in Article V 
relating to trust companies (see Section 198) and 
in Article VI relating to “savings banks” (see 
Section 249). 

The question is whether Section 148, above 
quoted, would be held applicable tv national banks 
in the state. Article I of the Banking Law pro- 
vides that the law “shall be applicable to all cor- 
porations and individuals defined in the next sec- 
tion * * *” and among the definitions in the 
next section is that of the term “bank” which 
“means any domestic moneyed corporation, other 
than a trust company authorized to discount,” ete. 

If a national bank in the state is to be -held 
a domestic moneyed corporation, then Section 148 
would be applicable thereto. The Banking Law 
provides no definition of a domestic moneyed cor- 
But the Code of Civil Procedure de- 
tines a “domestic corporation” as corporation 


poration. 


created by or under the laws of the state or lo- 
cated in the state and created by or under the laws 
of the United States.” For purpose of procedure 
in the courts, therefore, a national bank is deeméd 
a domestic corporation and this conforms to the 
Act of Congress of August 13, 1888, which pro- 
vides that national banks shall be deemed citizens 
of the states in which they are respectively located 
for the purposes of all actions by or against them. 

It would seem reasonable to conclude, there- 
fore, that the statutory provision allowing banks 
to pay deposits to minors would be held applicable 
to national banks in the state. Furthermore, it is 
recognized by the courts that national banks are 
subject to state laws which are not in conflict with 
acts of Congress or do not impair the powers con- 
stitutionally conferred upon them by Congress or 
interfere with their operations as instrumentalities 
of the Federal Government. I think, therefore, a 
national -bank in New York might accept a deposit 
from and pay same to a person under twenty-one 
years of age with reasonable safety. 

You ask further as to “any age required by 
state law in the opening of either a check account 
or a savings account with a national bank in New 
York State.” The statute, as quoted, contemplates 
a deposit by or in the name of any minor and 
requires that the bank shall hold the deposit for 
the benefit of the minor with authority to pay same 


to him. Further than this, there is no statutory 
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provision fixing a minimum age limit. Presumably, 
that would rest in the discretion of the bank officers. 


GARNISHEE BANK’S RIGHT TO RESCIND 
CREDIT 


Where a bank makes a loan to a customer, and credits 
him with the proceeds, the mere fact that the account 
is garnished before the proceeds are checked out will 
not, without more, entitle the bank to cancel the 
credit—But if the loan was obtained by fraud the 
credit may be cancelled or if the customer has become 
insolvent the bank may, according to the law of some 
states (a contrary rule obtaining in other states) 
set off the insolvent customer’s deposit against his 
unmatured indebtedness. 


From Kansas—We make a loan to a party, giving 
his account credit for the amount of the loan. Before 
any of his checks are presented for payment the account 
is garnisheed in the district court. What recourse does 
the bank have on the money that was loaned to the party 
whose account was garnisheed? Do they have legal 
right to charge the amount back, thereby cancelling the 
loan? 


If your bank could prove (1) that the loan 
was procured by false representation as to the 
borrower’s financial condition, it would haye the 
right to cancel the credit on the ground of fraud; 
or (2) if the depositor has become insolvent, owing 
the bank upon an unmatured note, the bank might 
have the right to set off the deposit against the 
note, although the point has not been specifically 
decided in Kansas; but (3) the mere fact of gar- 
nishment of the depositor’s account, without more, 
would not entitle the bank to cancel the credit. 

Amplifying the above: 

Concerning the right of a bank to rescind a 
discount or cancel a credit upon the ground of 
fraud, it was held in Bank v. Union Trust Co., 50 
Ill. App. 484, that where the holder of a note, 
knowing that the maker is insolvent, procures the 
note to be discounted by a bank by false represen- 
tations, upon which the bank relies, the bank, upon 
discovering the insolvency of the maker, may re- 
scind the discount and charge back to the holder 
the amount of the note with which he has been 
credited in his deposit account. 

Also in Kling v. Irving Nat. Bank, 21 App. 
Div. 373, affirmed 160 N. Y. 698, a bank, under the 
justifiable belief that it was dealing with an in- 
corporated bank instead of with the owner of a 
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private bank, gave the latter credit under his bank 
name for a draft drawn by himself on his own 
bank. The private banker was hopelessly insol- 
vent when he drew the draft and before the credit 
expired he made an assignment for the benefit of 
his creditors. It was held that the bank upon 
learning these facts was entitled to rescind the 
credit. 

If in the present case your borrower was in- 
solvent at the time he procured the loan and 
falsely represented to your bank that he was sol- 
vent, or made any other fraudulent representations, 
I think you would have the right to rescind the 
credit. Your letter does not show any such facts, 
but they may exist, nevertheless. 

Again it has been held in a number of states 
that a bank may, on the insolvency of a depositor 
before the maturity of a debt owed by him to the 
bank, apply his general deposit to the payment of 
his debt as against the insolvent or his general 
assignee. Among the states in which this rule 
prevails are Georgia, Iowa, Kentucky, Massachu- 
setts, ‘Minnesota, Tennessee, New Jersey, Ohio, 
North Carolina and Texas; this is also the doc- 
trine of the Supreme Court of the United States. 
The contrary rule, however, that a bank cannot ap- 
ply the deposit of a customer to the payment of 
an indebtedness owing to it by him which has not 
matured, though he be insolvent, unless authorized 
so to do by contract, prevails in Alabama, Missouri, 
New York, Pennsylvania, Rhode Island, South 
Carolina and Wisconsin. The Kansas courts have 
If the 
courts of Kansas should adopt the first stated rule 


not, as yet, passed upon the proposition. 


and the fact is, though your letter does not ex- 
pressly so state, that your depositor has become 
insolvent, your bank might have the right to set 
off the deposit against his unmatured indebtedness 
and thus protect itself as against the creditor claim- 
ing under the garnishment. 

But the mere fact that a writ of garnishment 
has been served does not, without more, entitle 
your bank to cancel the credit given your customer. 
A borrower may obtain a loan in good faith and be 
perfectly solvent and yet, before the proceeds are 
checked out, the funds may be garnished. Unless 
you can prove fraud in procuring the loan, which 
would entitle you to rescind the credit or unless 
your depositor is insolvent and under the law of 


Kansas it should be held a bank can set off a 
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deposit against an unmatured debt of an insolvent 
depositor, your bank would not be relieved against 
the garnishment. See for example, Presnall v. 
Stock Yards Nat. Bank, 151 S.W. (Tex.) where 
the account of a depositor was garnished in which 
it was held that the fact that the debtor was a non- 
resident of the state and was indebted to the bank 
on notes not due, did not authorize the bank to 
apply the balance on the unmatured indebtedness 
as against the plaintiff in garnishment. The court 
said that if the depositor had been insolvent in 
connection with the fact of non-residence, such 
special circumstances might have entitled the bank 
to an equitable set off, but there was no such 
equity shown. Of course, the bare fact that a man 
procures a loan and then the proceeds are im- 
mediately garnished by a creditor, might justify 
the inference that in all probability, the loan was 
procured by fraud, or that the borrower is in- 
solvent; if so, the bank would be entitled to relief 
as above shown, but unless there is fraud or in- 
solvency, I think the garnishment will stand and 
the bank cannot cancel the credit. 


TAXATION OF NON-RESIDENT SHARE- 
HOLDERS OF NATIONAL BANKS 


Incorporated town in North Carolina has right to assess 
for town purposes the stock of national bank share- 
holders owned by non-residents of state and to 
require the bank to pay the taxes so assessed. 


From North Carolina—Has an incorporated town 
in North Carolina the right to assess the certificates of 
stock of a non-resident of this state for taxes and require 
the bank to pay the taxes so assessed? In other words, 
has the town authorities of 


, N. C., the power to 
assess for taxes for town purposes, the certificates of 
stock in the National Bank of » N. C., of 
a stockholder who.resides in another state, and require 


this bank to pay the tax so assessed against our non- 
resident stockholder? 


The National Bank Act in permitting state 
taxation of the shares of national banks provides 
a restriction “that the shares of any national bank- 
ing association owned by non-residents of any state 
shall be taxed in the city or town where the bank 
is located and not elsewhere.” Rev. Stat. 5219. 

It has been held in North Carolina that shares 
in national banks owned by residents of the state 
may be assessed for taxation either at the place 
where the owners reside or at the place where the 
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bank is located as the legislature of the state may 
elect, Buie v. Commissioners of Fayetteville, 79 
N. C. 267; but that the shares of stock held by 
nonresidents in a national bank can only be taxed 
in the city or town wherein the bank is located. 
Kyle v. Commissioners of Fayetteville, 75 N. C. 
445. Speaking of the taxation of nonresident 
shareholders the Supreme Court of North Carolina 
in the case last cited said: 

“The effect of the Act (of Congress) for pur- 
poses of taxation is to sever the stock as property 
from the person of the owner and to impart to it a 
new legal situs, that of the bank itself. Unless 
the shares of non-residents are taxed at the place 
where the corporation is formed, and their- divi- 
dends intercepted and applied to the payment of 
the tax, they would be beyond the reach of the 
taxing power altogether. But by affixing to the 
property of the non-resident shareholder the situs 
of the bank itself, of whose capital his shares rep- 
resent a part, his interest is subjected to the exer- 
cise of the taxing power and through the corpora- 
tion, as his trustee, the payment of his tax enforced 
out of his part of distributed funds.” 

The present statute of North Carolina govern- 
ing bank taxation is contained in Section 42 of the 
Machinery Act, Chap. 286 of the Laws of 1915. 
Under this Act shares owned by non-residents of 
the state are assessed for school, county and 
municipal purposes by the Board of Commissioners 


REDISCOUNT 


In spite of the large use of rediscounting in 
European banking system, there has been little 
use made as yet of this feature by American banks, 
and many state that it is of little or no use to them. 
It is viewed as an emergency device rather than 
as an institution to be used in normal times. This 
is strengthened by the fact that with present low 
interest rates and the plenty of. funds available 
there is little need by banks to rediscount. The 
Federal reserve bank hopes, however, gradually to 
develop the practice in normal times also. It is 
hoped to do away with open accounts, and to 
have banks secure regular financial statements 
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in each county and “the tax lister for the city or 
town shall compute the municipal taxes thereon; 
provided, that no city or town shall assess any 
bank stock at a valuation different from that af- 
fixed by the State Tax Commission.” From this 
it would appear that an incorporated town in North 
Carolina would have the right to assess for town 
purposes the certificates of stock in a national bank 


owned by a stockholder resident in another state. - 


Concerning the power to require the bank to pay 
the tax so assessed, there is no express provision 
making such requirement although it is provided 
that ‘the taxes imposed for state purposes 
* * * shall be paid by the cashier * * * 
directly to the State Treasurer.” But the statute 
in providing that the Board of Commissioners of 
the county shall assess against the value of shares 
held by non-residents the tax imposed for school, 
county and municipal purposes further provides 
that “the said bank is authorized and empowered 
to deduct such tax from the dividends of said non- 
resident stockholders.” From this there would 
doubtless be inferred a requirement that the bank 
should pay the tax as trustee of the non-resident. 
The conclusion seems warranted, therefore, 
that an incorporated town in North Carolina has 
the right to assess the certificates of stock of na- 
tional banks held by non-residents of the state and 
require the bank to pay the taxes so assessed. 


PRIVILEGES 


from borrowers; acceptances are to be developed, 
and credit standardized. Through this feature it 
is also hoped that interest rates for each grade of 
commercial paper throughout the country will tend 
toward equality. By recent amendment, any Fed- 
eral reserve bank may make advances to its mem- 
ber banks for a period not exceeding fifteen days 
upon their promissory notes when secured by notes, 
drafts, bills of excharige or bankers’ acceptances 
eligible for rediscount or for purchase by Federal 
reserve banks, or by bonds or notes of the United 
States. 
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TRUST CGOMPANY 


SECTION 


OFFICERS OF THE TRUST COMPANY SEOTION 


PRESIDENT 


UZAL H. McCARTER, President Fidelity Trust Company, 
Newark, N. J. 


FIRST VICE-PRESIDENT 
FRANK W. BLAIR, Pres. Union Trust Co., Detroit, Mich. 


The advantage of appointing a trust company 
as executor under a will has again been clearly 
illustrated in the litigation begun to withhold let- 
ters of administration from Dr. Timothy M. Chees- 
man, one of the executors under the will of the late 
Francis L. Leland, former president of the New 
York County Bank, who left an estate valued at 
$5,000,000. 


Objections were made to letters of administra- 
tion being issued to Dr. Cheesman on the ground 
that he was incompetent to manage the affairs of 
the estate, but the objections were set aside by the 
surrogate and appeal was made to the Appellate 
Division. Justice Laughlin of the Appellate Di- 


vision in reversing the surrogate, said: 


I am of the opinion that the nature and extent of 
the duties to be discharged by executor in a particular 
case may be considered in determining this question. 
If there were no duties to be performed in connection 
with the administration of the estate which would tax 
the mental faculties of the respondent, it might be 
argued with considerable force that he has not been 
shown incompetent for want of “understanding” to per- 
form them down to the time of the hearing of the objec- 
tions; but with respect to an estate of this magnitude, 
involving such a variety of property interests, those in- 
terested in the estate are entitled to have it administered 
by one whose mental faculties are not so impaired that 
he is unable to concentrate his mind upon it and con- 
sider it in all its bearings. 


It is the intention of the law, with respect to the 
administration of estates by executors, that those in- 
terested therein shall have the benefit of the judgment 
of the executor with respect to the management thereof. 
It is perfectly clear that in the case at bar the 
respondent would be unable to apply his mind to the 
management of this vast estate and that if letters were 
issued to him, the administration would devolve prac- 
tically exclusively upon others, and that at most he 
would be able merely to sign such papers as might 
be presented to him by others. We are of the opinion, 
therefore, that the learned Surrogate erred in over- 
ruling the objections, and in entering the decree grant- 
ing letters testamentary to the respondent. 
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CHAIRMAN BXECUTIVE COMMITTEE 


JOHN W. PLATTEN, Pres. United States Mortgage& Trust Co., 
New York. : 


SECRETARY 
LEROY A. MERSHON, Five Nassau Street, New York City. 


(It will be appreciated if information relative 
to similar cases be brought to the attention of this 
Section). 


Invitations and subscription blanks to the 
Seventh Annual Banquet of the Trust Companies 
of the United States, members of the Trust Com- 
pany Section, American. Bankers Association, to be 
held on Monday evening, February 26, 1917, at the 
Waldorf-Astoria Hotel, New York City, are being 
mailed to the members of this Section. 


The price of each seat will be $12 and all trust 
companies are urged to send representatives and 
guests, and a cordial invitation is extended to 
friends affiliated with banks and banking houses to 
join the trust company men on this evening of 
social enjoyment. 


One of the speakers of the evening will be 
Sir Edmund Walker, president Canadian Bank of 
Commerce, and every effort is being exerted to 
All com- 


munications should be addressed to the Secretary. 


make this banquet a notable event. 


“The Story of the Trust Companies,” by Ed- 
ward Ten Broeck Perine, is the title of a new book 
in which the author portrays in printed text and 
The 
story is a humanly interesting account of some 


pictures the evolution of these institutions. 


striking undertakings and achievements in this 
modern line of financial effort and presents in 
twenty chapters of 300 pages material which will 
be of interest to all trust company men. 


An important branch of trust company activity 
which has been little understood by the general 
public is very clearly explained in a recent book 
entitled “The Safekeeping of Securities,” pub- 
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lished by thé Guaranty Trust Company of New 
York. 


Chapters explaining the 


‘ 


‘supervision and the 
safekeeping of securities” and ‘distinction between 
the safe deposit and safekeeping of securities,” as 
well as advantages to individuals, or firms and cor- 
porations, set forth very clearly the value of this 
A chart 
giving the digest of the banking laws of the State 


important and growing form of service. 


of New York as pertaining to trust companies is 
also contained in the book. 

(The Secretary of the Section will welcome the 
receipt of booklets of this character, as well as in- 
formation relative to the publication of similar 
charts, as above mentioned, summarizing trust com- 


pany laws of the various states.) 


The fourteenth annual edition of “Trust Com- 
panies of the United States” has again been dis- 
tributed to all trust companies and a list of banks 
and bankers throughout the United States by the 
United States Mortgage & Trust Company, New 
York. 

As emphasizing the continuous growth of 
these companies, it is interesting to note the grad- 
ual increase in deposits and their total resources 
for the past five years, as follows: 

Tora: Resources 
$5,490,570,000 
75,972,000 
924,979,000 
6,328,454,000 
7,654,791,000 


Deposits 
1912—$4,086,145,000 
19138— 4,240,312,000 
1914— 4,628,107,000 
1915— 5,010,051,000 
1916— 6,247,570,000 


5, 
5, 


Capital employed by these institutions in 1912 
was $468,412,792; while this year’s total is re- 
ported as $530,634,440. 

A liberal share in ‘the nation’s growth is re- 
vealed in the item of stocks and bonds which now 
aggregated $1,685,554,961. A brief summary of 
the year’s events in the trust company field is 
presented in the preface to the book by President 
John W. Platten. 


President McCarter as Chairman of the Sec- 
tion’s Committee on Legislation, is addressing all 
members in reference to the report of that com- 
mittee submitted at the recent convention in Kansas 
City. 


pense involved in securing the decisions relative to 


Special attention is being called to the ex- 


Section 11, paragraph K, of the Federal Reserve 
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Act; and it is hoped that the members will co- 
operate promptly and willingly with the request 
of this committee, which has performed such valu- 
able service to the trust companies of the country. 

The issues raised as to the constitutionality of 
this portion of the Federal Reserve Act are now 
before the Supreme Court of the United States for 
final adjudication and the wisdom of state legisla- 
tures deferring any action in the passage of ‘“‘en- 
abling”’ legislation, until the decision of the Su- 
preme Court is rendered, should be brought to the 
attention of legislators by trust companies in those 
states contemplating such legislation. 


The “human” side of the trust company is 
clearly set forth in a very interesting booklet en- 
titled ‘“T'wenty-five Years of Humanities and Bene- 
fits,” recently published by the Union Trust Com- 
pany of Detroit, Mich. The booklet, in review- 
ing a period of service from 1891 to 1916, pre- 
sents concrete cases of protection and conservation 
of property which only a well-equipped trust com- 
pany could undertake and execute. 

Following a detail recital of the facilities 
afforded clients by trust companies, the booklet 
states: 

Of all its strong features we set first its continuity, 
for its office is open every day, its records are always 
and because of 


available, its corporative quality—in 


the absence of the individual officer or employee on 
business, on vacation, on account of illness, or removal 
from the city—there are always present those qualified 
and informed on the matter coming up for attention. 

(It will be appreciated if companies issuing 
booklets of a similar character will forward copies 
to the Secretary of the Section.) 


At the time of closing the forms for this issue 
of the Journa., Chairman Platten had called a 
meeting of the Executive Committee to be held at 
the office of the United States Mortgage & Trust 
Company, 55 Cedar Street, New York, on Tues- 
day, December 5, at 11 o'clock a. M. 


Before the next issue of the JourNAL goes to 
press, we shall have reached a New Year. 

The officers and Executive Committee of. the 
Trust Company Section extend to all of its mem- 
bers and friends heartiest good wishes for con- 
tinued prosperity and a year of still greater use- 
fulness and achievement. 
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SAVINGS BANK 


SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 


GEO. E. EDWARDS, President Dollar Savings Bank, 
New York, 


FIRST VICE-PRESIDENT 


JOSEPH R. NOEL, President North West State Bank, 
Chicago, Ill 


SECRETARY 


MILTON W. HARRISON 
Five Nassau Street, New York City. 


' THE DUTY OF A SAVINGS BANK TO THE COMMUNITY 


/ 
A recent statement of the Philadelphia Sav- 
ings Fund Society, the oldest mutual savings bank 
in America, showed 293,000 depositors with aggre- 
gate deposits of $130,000,000, in a city of 
1,700,000, and each depositor having an average 
deposit of $446. What a wonderful statement this 
is when we realize what relief from anxiety, what 
contentment and what independence of spirit re- 
sults on the part of each depositor. On the other 
hand, the institution enjoys the highest degree of 
the public’s confidence. This is unquestionably 
founded upon proper care in management and ad- 
ministration of the fund since 1816. 
There are 629 other like savings banks in 
’ small towns and in big cities that may be managed 
equally as well. Moreover, it is safe to state that 
no other corporation, railroad, municipal or indus- 
trial, enjoys greater confidence of the people. This 
fact may per se be sufficient justification for a sav- 
ings banker to continue riding the same road or 
walking the same path trod from time immemorial. 
We start a bank, hang out the shingle, get some 
publicity and wait for deposits. They come. In- 
evitably the bank grows. Trustees meet regularly 
and routine business is conducted. Money is taken 
in and paid out. The funds are carefully invested 
according to law, and semi-annual statements are 
made to bank commissioner or superintendent of 
banks. Apparently the savings banker is then free 
from further cares. During his spare time he 
either interests himself in some other benevolent 
work or civic service. Perhaps, being public- 
spirited, most of his efforts are given to activities 
outside the bank. However commendable this may 
be, the economic needs of the community which 
should be fulfilled by his institution may not be 
recognized; the encouragement of thrift’ through 
contact with the individual may not be seen. The 
public calls out its needs and ultimately they are 
supplied, sometimes with the opposition of the 
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savings banker. Subsequently a postal savings 
system is established and grows in four years to 
$104,000,000 on deposit with 650,000 depositors. 
Savings departments in commercial banks and trust 
companies are organized and in comparatively few 
years outstrip the number of savings depositors 
in savings banks accumulated since 1814 h~ al- 
most 2,000,000. Whatsoever manner in which such 
deposits are received, or what the details of man- 
agement may be, the fact remains that a great 
need or demand is fast being supplied. 

To some ultra-conservatives new ideas are 
odious ; added functions are manifestly unwelcome. 
Still if clearly defined, the urgent need of change 
in “What we have done for fifty years” may be 
brought about. It is assumed the savings banker is 
reasonable, and hence susceptible to consider a 
change in custom or additional functions to-his in- 
stitution. 

With the selfish it is axiomatic that where 
there is no personal profit there is no personal in- 
terest. A tendency exists that where a person is 
selfishly inclined and is paid. for services in a 
benevolent institution he will, of course, do his 
duty to the utmost, but when approached with a 
proposal whereby the institution may be of greater 
service to the community it is sometimes reluctantly 
listened to or the proposer is dismissed. Reference 
is made more particularly to a large number of 
mutual savings banks, which are benevolent insti- 
tutions established to aid in ameliorating conditions 
of poverty in the community, and, further to 
actively promote the inculcation of the habit of 
thrift in the mind of the local public; to nurture a 
crop of efficient men and women for the future. 
Specifically this is the duty of a savings bank to 
the community. However, it would be well for us 
as savings bankers to study more intensively the 
needs of our community; whether we should add 
functions to our institutions which will help render 
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the church. 
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greater service, which will make the institution a 
greater power; which will spread the glad tidings 
6f thrift; which will encourage the discouraged 
through courtesy and considerate advice; which 
will point the way of the individual to happiness 
and prosperity and make the institution a blessing 
to the community, for a savings bank as an aid to 
the development of character is assuredly next to 
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SECTION NOTES 


ARKANSAS. 


The Arkansas Bankers Association is 
effectively pushing the thrift campaign in 
Secretary Robt. E. Wait and 
Moorhead Wright, president, are largely re- 


Arkansas. 


sponsible for such splendid service. They are 
organizing county committees and systematic- 
ally promoting the movement. There is no 
more active state association in the country 
with respect to furthering thrift than the, Ar- 
‘kansas association. It is upon such men as 
those mentioned that the future of the South 
depends. The potentialities of Arkansas are 
remarkable. It has genius, it has the soil, it 
has the men and it has the real spirit which 
makes for success. Let us watch Arkansas 
and her statistics, one of the leaders of the 
South. 


ENGLAND’s Savincs CAMPAIGN. 


From pamphlets and letters with relation 
to the British National Thrift Campaign re- 
ceived by Alexander J. Hemphill, chairman 
of the Board, Guaranty Trust Company, News 
York, and member of the Nation-wide Thrift 
Committee of the A. B. A., from Sir Hedley 
Le Bas, member of the National War Savings 
Committee of Great Britain, there seems to 
have been great success attained. Mr. Hemp- 
hill not long ago visited England and con- 
ferred with Sir Hedley Le Bas respecting the 
work of thrift. The National War Savings 
Committee has been furthering the sale of £1 
war savings certificates for 15s. 6d., the £1 
coming due in five years through the post- 
offices and associations formed for the purpose 
in clubs and societies. About 80,000,000 of 
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these certificates have been sold and they still 
are in great demand. What great financial 
power in the aggregates lies in the individual. 
It must be recognized. The lesson we learn 
from this British campaign shows us_ the 
power of the individual American if he is 
taught to save and conserve. It all depends, 
however, upon what attitude the banker in 
each city in the United States takes in pro- 
moting the Nation-wide Thrift Campaign. If 
it takes ten years the Savings Bank Section 
will persist in continuing the movement until 
thrift becomes a national trait in America! 


8, 1917. 


February 3, 1917, will mark the second 
national thrift day, when the minds of Ameri- 
cans will be forcibly brought to thrift. Bank- 
ers and merchants, statesmen and educators 
will spread broadcast over the land messages 
of thrift. ‘The second thrift day establishes a 
new era; a top-notch efficiency; a new free- 
dom; a new independence. Mr. Banker, take 
the spade and plant the seed! It means a 
better community for you to live in and more 
people who will pay their debts. Remember 
February 38. 


PostaL SAVINGs. 


On November 15 the Postal Savings Sys- 
tem issued a bulletin, which stated: 

“Deposits in postal savings banks con- 
tinue to show record-breaking gains. ‘The in- 
crease for October was $4,700,000—or twice 
that for October, 1915. In the four months 
since July 1 the deposits have increased 
$17,000,000. On October 31 postal savings 
depositors numbered 650,000 and had $104,- 
200,000 to their credit.”’ 


Joint Sus-CoMMITTEE OF CONGRESS. 


The Committee on Savings Legislation 
has been actively engaged during the past 
month in preparing the argument that is to be 
presented to the Joint Sub-Committee of Con- 
gress which is investigating the condition of 
the railroads. This is being done in accord- 
ance with the resolution adopted at the Kansas 
City convention and printed in last month’s 
issue of the Journat. 
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CLEARING HOUSE SECTION 


OFFICERS OF THE CLEARING HOUSE SECTION 


PRESIDENT 
W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 


VICE-PRESIDENT 


JOHN McHUGH, Mochanies & Metals Nat’! Bank, 


New York, N. Y. 


CHAIRMAN EXECUTIVE COMMITTEE 


STODDARD 7uep. President First National Bank, 


40s Angeles, Cal. 


SECRETARY. 


JEROME THRALLS, Five Nassau Street, New York City. 


MONTHLY 


ror Lame Ducks 


The members of the Chattanooga, Tenn., 
Clearing House Association turn their bad, 
slow and doubtful paper over to their clearing 
house manager for collection. The fact that 
refusal to pay means denial of further accom- 
modation by the banks in that community has 
a wholesome effect upon delinquent customers. 


Witson Sanctions CO-OPERATION 


He says, “The thing that makes a free 
country vital is the large number of people 
who get together to do important things with- 
out asking the leave of the government to do 
them. The striking thing about a great coun- 
try like the United States is that if the gov- 
ernment neglected everything the people 
would do it; that you do not beckon the people 
of the United States. They command you to 
go on, and things that are neglected they have 
got plenty of brains to get together and do 
for themselves.” 

It was through this get-together spirit re- 
ferred to by the President that clearing houses 
protected individuals, firms and corporations 
from financial ruin and even protected the 
credit of the nation on certain occasions prior 
to the passage of the Federal Reserve Act, 
and it is through this same spirit that the 
bankers hope to get such further changes in 
the laws and improvements in the financial 
system of this country as are necessary in 
order to make the banking system of America 
the equal of that of any nation. 


Economy AND BrertTer SERVICE 


The Louisville, Ky., banks are getting a 
highly improved service at a saving of from 
$45,000 to $50,000 annually through the 
operations of their country clearing house. A 
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SIGNATURE OF PAYEE 


CLEARINGS 


proportionate saving is being effectéd in every 
city where a country clearing house is main- 
tained. The influence of country clearing 
houses has been the greatest factor in solving 
the exchange problem. The Louisville Clear- 
ing House is also arranging to report total 
bank transactions, which is another step for- 
ward. 


An Improvep Form or Pay CuHEeck 


The Tacoma Clearing House Association 
has recommended for the use of its members a 
pay check of the following form: 


x-0 The City of Destiny National Bank + 


DOLLARS 


TORS PLAN RECOMMENDED FOR PAY CHECKS 


Betrer THAN GUARANTEE OF Deposits 


Covering a period of ten years, “no de- 
positor in any bank under complete clearing 
house supervision has ever lost a dollar; or, 
to put it a little differently, no bank under 
complete clearing house supervision has ever 
closed its doors without provision having been 
made for the payment of all claims.” John 
W. Wilson, special examiner Los Angeles 
Clearing House Association. . 

Can the banks in any large clearing 
house city afford to be without the benefits 
and protection that come from clearing house 
examinations? The leading bankers in every 
city where such examinations are conducted 
say that the examination feature is one of the 
most valuable functions of the clearing house. 


| | 
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Better BANKING AND Betrer FARMING 


The clearing houses of Cedar Rapids, 
Iowa, and Emporia, Kan., in addition to fur- 
nishing up-to-date facilities for handling the 
business of their members, encouraging im- 
provements and betterments in banking meth- 
ods and practices, are greatly increasing the 
yield and improving the standard of farm 
products in their respective communities by 
awarding cash prizes and contributing both 
influence and money to the support of the 


county ,farm adviser. 


Banks Not Mis.Leap THE PuBLIc 


At, and since, the time of the inaugura- 
tion of the present Federal reserve clearing 
system, banks upon which items could be 
handled at par (free from exchange charge) 
by the Federal reserve banks were encouraged 
to have printed upon their checks and drafts 
the words, “Collectible at par through the 
Federal reserve bank of ————.”’ This prac- 
tice misleads the public to believe that such 
items can be cleared and collected without 
cost, and when banks undertake to make a 
small charge to cover the time cost, postage, 
insurance, labor and risk involved, disputes 
frequently arise. It is very difficult to explain 
this situation to the satisfaction of the cus- 
tomers, and it is hoped that the governors of 
the Federal reserve banks will conclude at 
their next conference to recommend that this 
practice be discontinued. 

The attention of the Federal Reserve 
Board and the Federal reserve banks has been 
directed to this condition, with an earnest re- 
quest that they assist in its correction. The 
National Bank Section passed a resolution at 
the annual convention urging all banks to dis- 
continue this wrong practice. 


STANDARDIZED Forms 


The Cleveland Clearing House Associa- 
tion has demonstrated to the banks of that 
community that standardized forms of finan- 
cial statements for corporations, firms and in- 
dividuals can be used to great advantage. 
These forms serve as a basis for standardized 
credit departments. In the larger banks of 
Cleveland the statements are carefully ana- 
lyzed, and are kept completely tabulated year 
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by year. The clearing house maintains, inde- 
pendent of the banks, an elaborate credit file 
on all borrowers of that community, as well 
as on investment and collateral securities. 
A special committee of the American 
Bankers Association is studying credit state- 
ments, with the view of recommending stand- 
ard forms for the use of banks throughout the 


country. 


Boost PuLL 


For the organization of new clearing 
house associations, the establishment of coun- 
try clearing houses, and the inauguration of 
clearing house examinations. These are the 
greatest factors for improving the facilities 
and strengthening the banks of America. 


Keys anp Forms 


The numerical system is a time and labor 
saver. 

The key containing the numbers and a 
full explanation of the system will be supplied 
upon your order by the Clearing House Sec- 
tion, or by Rand, McNally & Co., of Chicago, 
price $1.50. 

A morocco bound book of 300 forms, sug- 
gested for the use of national and state banks, 
also containing a treatise on bank accounting, 
will be furnished to any member of the Amer- 
ican Bankers Association by the Clearing 
House Section, at cost, $5. 


Tue No-Protest SyMBoL 


Every bank will find the no-protest sym- 
bol plan advantageous. More than 8,000 
banks are using the plan. The Clearing 
House Section will send free upon your re- 
quest leaflets explaining its operations. 


REDUCTION IN SIGHT. 


Postmaster General Burleson favors a 
one-cent rate on drop letters. Write your 
Senators and Congressmen to vote for this 
reduction. It means a great saving to the 
banks of this country. A straight one-cent 
letter rate will likely follow as soon as it can 
be demonstrated that the revenues of the Post 
Office Department will permit. Prospects for 
action on this proposition during the Decem- 
ber session of Congress are very hopeful. 
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NATIONAL BANK SECTION 


OFFICERS OF THE NATIONAL BANK SECTION 


PRESIDENT 


J. S. CALFEE, Cashier Mechanics-American National Bank, 
St. Louis, Mo. 


VICE-PRESIDENT 


President Commercial National Bank 


J. ELWOOD COX, 
High Point, N. C. 


CHAIRMAN EXECUTIVE COMMITTEE 


OLIVER J. SANDS, President American National Bank, 
Richmond, Va. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


SOME PROBLEMS OF THE RESERVE SYSTEM 


Amendments to the Act and Changes of Policy 
With Special Reference to the Effect in the 
Profits of Banks—The Duty of Bankers to 
the System—The Committee of Twenty- 
Five and the Resolutions Under Which It 
Will Operate. 


The unit banking system of 
America has been a tremendous factor in develop- 


independent 


The thousands 
of little banks scattered throughout the land lo- 
cally owned and locally managed have served the 
agricultural, commercial and industrial interests 
better than would have any other system, but con- 


ing the resources of this country. 


ditions occasionally arose which made it impossible 
for the banks to adequately care for the needs of 
their patrons. These conditions were bad at crop- 
moving periods and were intolerable during panicky 
times. An inelastic currency, uncontrolled gold 
supply, inadequate discount market and faulty for- 
eign exchange system were blamable. The bank- 
ers appealed to Congress for twenty odd years for 
the passage of laws which would provide a means 
of curing these troubles. 


the Federal Reserve Act. 


Congress responded with 
The Act was passed un- 
der conditions which make it a compromise measure. 
It contains grave defects, but the underlying prin- 
ciples are without question sound and it furnishes 
the framework for the greatest banking system the 
. world has ever known. The law is far-reaching in 
its scope, its influence permeates every line of busi- 
ness. The success or failure of the system operated 
thereunder rests largely upon the shoulders of the 
banking fraternity. Every banker-should, for per- 
sonal, business and patriotic reasons, use his influ- 
ence to the end that the system shall be a success. 
This does not mean that every banker should sub- 
scribe to the law as it now stands, but it means that 
all should co-operate fairly with the new system, 


give every feature thereof careful study and a fair 


trial, then use every possible means of bringing 
about a correction of the defects. 

We are confronted with great international 
financial problems which were undreamed of at the 
time of the passage of the Federal Reserve Act. 
These have close and acute bearing upon our local 
Every possible step should be taken to 
strengthen the system in order to meet these new 
conditions in an adequate way. Careful study 
should be made as to why more state banks and 


problems. 


trust companies have not joined the system and as 
to the reason for so many of the strong and well- 
established national banks in some of the older 
states surrendering their Federal charters and tak- 
ing out charters under their respective state sys- 
tems. 

The Federal reserve system has not been given 
a real test, but now is the time to look it over care- 
fully. Its operations to date have demonstrated 
the necessity for the correction of certain features. 
Some vital amendments to the Act have been passed 
and others are to follow. Bankers were responsible 
for its passage, and must be looked to as the prin- 
cipal source from which suggestions for improve- 
ments are to come. 

The recent amendment, providing that mem- 
ber banks may deposit with the Federal reserve 
banks all the legal reserve they were heretofore re- 
quired to carry in their vaults, is a step in the right 
direction. It opens an avenue for adding enormous 
strength to the Federal reserve system—a dollar 
formerly held as reserve in the member bank’s 
vault will serve, when transferred to the Federal 
reserve bank, as a basis for issue of two and one- 
half dollars. 

It is vital for the future of the national bank- 
ing system that national banks, wherever consist- 
ent with good banking principles, be given privi- 


leges and powers that will enable them to compete 
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on an even basis with banks and trust companies 
Patriotism, friend- 
ship for the system and co-operation are essential, 


operating under state laws. 


but will not continue where features are introduced 
that deprive the national banks of revenues that are 
enjoyed by their state bank competitors. In 
weighing these matters, however, liberal allowance 
for the benefits that are derived should be made. 
The effect the Federal reserve banks has had in- 
directly in stablizing the business of the country 
during the acute stages of the European war has 
many times over repaid the expense of their opera- 
tion. Yet, care should be taken in developing the 
various features of the system in order to conserve 
the earning power of the member banks and to 
increase their efficiency. It should be borne in 
mind that interest rates and other revenues of 
banks are on a downward tendency, while the cost 
of operation is constantly increasing. No bank 
can maintain its strength without proper earnings 
and where the operations of the law reduces earn- 
ings they should proportionately reduce the operat- 
ing expense or open up new avenues of activity 
from which the members may derive the needed 
revenue. 

The Federal reserve clearing system is devel- 
oping slowly, and, while as contended by the ma- 
jority of the bankers, it is not essential at this 
time, it is a feature that all bankers will welcome 
they are now fixed. 

The first meeting of the committee appointed 
under authority of this resolution will be held at 
the Hotel La Salle, Chicago, Ill., Monday morn- 
ing, December 11, at 10 o'clock. 

Preparatory to this meeting a number of ques- 
tions in the form of a referendum was submitted 
to the banks of the country. The replies are still 
coming; more than 6,000 have already been re- 
ceived. While the tabulation has not been com- 
pleted, the vote shows an overwhelming opposition 
to the present Federal reserve clearing system. 

For illustration: A vote of 900 odd banks in 
three typical states—one eastern, one southern and 
one middle western—shows 118 banks in favor of 
the system; 771 opposed to it and 27 indefinite. 
The returns from other states are in the same pro- 
portion. 

A reply to the question relating to the estab- 
lishment of*a voluntary, self-sustaining clearing 
and collection system, the expense of operation of 
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which would be borne by those who use it, as is the 
custom with regular clearing houses and which 
would allow banks to make a reasonable charge to 
cover the expense and service involved in remitting, 
was favored by a vote in the three states men- 
tioned of 511 to 191, with 114 replies indefinite. 
The same proportion in regard to this question is 
shown in the replies from the other states. 

In these three states the banks indicate their 
losses under the present Federal reserve clearing 
system as follows: Ninety show a loss of $150 to 
$350 a year; 188 show a loss of $500; 178 from 
$500 to $1,000; 40 average a loss of $2,000; 13 
from $2,500 to $5,000, and four a loss of over 
$5,000 per year. In some instances the country 
banks indicate that this loss will entirely wipe out 
their dividends. 

The opinion is freely expressed against exces- 
sive exchange charges. ‘The referendum shows in 
a few cases that banks yet desire to make a charge 
of $2.50 per thousand dollars, but a great majority 
of the banks replying express themselves as 
strongly favoring a charge of from fifty cents to 
$1 per thousand dollars. 

The majority of the banks maintain that their 
legal undertaking to pay checks on demand over 
their counters does not impose obligation to provide 
currency or credit to pay similar checks at distant 
points at par. 

The following resolution was adopted with 
reference to the clearing system at the annual con- 
vention of the American Bankers Association at 
Kansas City: 


Resolution 


Whereas, The purposes of the Federal Reserve Act 
are to mobilize the reserves and to unify the national 
banking system, thereby providing an elastic currency 
and a system of rediscounts, and 

Whereas, The Act has in it the possibilities of pre- 
venting the suspension of cash payments by banks, 
thereby making the country safe from currency panics, 
and 

Whereas, Section 16 of said Act providing for the 
so-called par collection of checks is not a feature neces- 
sary to the attainment of the objects sought by the 
Federal Reserve Act, and the system of collecting 
checks now in operation under the law, as interpreted 
and applied by the Federal Reserve Board, works ser- 
ious hardships upon and heavy losses to thousands of 
country banks, and 

Whereas, It is the belief of the majority of banks 
that Congress did not intend to deprive the banks of 
legitimate profit, therefore, 
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Be it Resolved, That the American Bankers Asso- 
ciation, while approving the fundamental principles of 
the Federal Reserve Act and expressing loyalty to the 
Federal reserve system, protests against the provisions 
of the Act relating to the collection of checks, and in- 
structs the Committee on Federal Legislation of the 
American Bankers Association to endeavor to secure 
amendments to the Federal Reserve Act, providing 
for the establishment of a collection system which is 
fair and equitable to all banks and to the general public. 

Be it Further Resolved, That the President of the 
American Bankers Association be authorized and di- 
rected to appoint a committee of twenty-five bankers, 
fifteen of whom shall be country bankers, and ten of 
whom shall be reserve city bankers, and that this com- 
mittee co-operate with the Committee on Federal Legis- 
lation of the American Bankers Association in bringing 
about the enactment of the desired amendment. 


COMMITTEE OF TWENTY-FIVE 
Representing Country Banks 


Walker Broach, vice-president First National Bank, 
Meridian, Miss. 

Fred. Collins, cashier Milan Banking Co., Milan, 
Tenn. 

A. F. Dawson, president First National 
Davenport, Iowa. 

M. J. Dowling, president Olivia State Bank, Olivia, 
Minn. 

F. T. Hardwick, president C. L. Hardwick & Co., 
Dalton, Ga. 

James B. Lambertson, cashier Sioux Falls Savings 
Bank, Sioux Falls, S. D. 

F. E. Lyford, president First National Bank, 
Waverly, N. Y. 

H. D. Marshall, cashier Phoenix National Bank, 
Phoenix, Ariz. 


Bank, 
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C. A. McCloud, president First National Bank, 
York, Neb. 

J. D. Norwood, cashier Commercial National Bank, 
Demopolis, Ala. 

B. C. Powell, cashier Merchants & Planters Bank, 
Camden, Ark. 

Harry M. Rubey, president Rubey National Bank, 
Golden, Colo. 

W. P. Sharer, president First National Bank, Zanes- 
ville, Ohio. 

E. Kirby Smith, president Commercial National 
Bank, Shreveport, La. 

L. H. Wulfekuhler, vice-president 
State Bank, Leavenworth, Kan. 


Wulfekuhler 


Representing Reserve City Banks 

Nathan Adams, vice-president American Exchange 
National Bank, Dallas, Tex., Chairman, Pro Tem. 

W. H. Bucholz, vice-president Omaha National 
Bank, Omaha, Neb. 

Raymond B. Cox, vice-president Webster & Atlas 
National Bank, Boston, Mass. 

A. A. Crane, vice-president The First and Security 
National Bank, Minneapolis, Minn. 

W. T. Fenton, vice-president National Bank of Re- 
public, Chicago, II. / 

J. A. Lewis, cashier National Bank of Commerce, 
St. Louis, Mo. 

Thos. B. McAdams, vice-president Merchants Na- 
tional Bank, Richmond, Va. 

George G. Moore, cashier New England National 
Bank, Kansas City, Mo. 

W. D. Vincent, vice-president Old National Bank, 
Spokane, Wash. 

Joseph Wayne, Jr., president Girard National Bank, 
Philadelphia, Pa. 

Jerome Thralls, 5 Nassau Street, New York City, 
Secretary, Pro Tem. 


BRANCHES OF NATIONAL BANKS 


Only two national banks have as yet availed 
themselves of the opportunity to establish branches 
in foreign countries as permitted in section 25. 
This section as amended at the last session of Con- 
gress permits national banks with capital and 
surplus of $1,000,000 or more with the approval 
of the Federal Reserve Board to subscribe to an 
amount not exceeding ten per cent. of their capital 
and surplus to the stock of banks incorporated un- 
der Federal or state laws and engaged principally 
in international banking, or banking in a depend- 
ing or insular possession of the United States, 
either directly or through agency, ownership or 
control of local institutions in foreign countries. 
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The question also arose of permitting branches in 
the same city of national banks, and an amendment 
to that effect as proposed by the Federal Reserve 
Board, but defeated. Special force was lent to 
this proposal by the fact that a national bank is 
permitted upon consolidation with a state institu- 
tion having branches to operate these branches. 
If there is such an indirect method, it is argued, a 
direct method should be permitted. The proposed 
amendment was also in line with the policy of the 
Federal Reserve Board of placing national and 
state banks on an equal footing. Proposals for 
wider extension of the power to have domestic 
branches have been viewed with little favor. 


SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES SECTION 


STATE 


S. B. RANKIN, Secretary Ohio Bankers Association, 
Columbus, Ohio. 


FIRST VICE-PRESIDENT 


GEORGE D. BARTLETT, Secretary Wisconsin Bankers Asso- 
ciation, Milwaukee, Wis. 


SECOND VICE-PRESIDENT 
FREDERICK H. COLBURN, Secretary California Bankers 
Association, San Francisco, Cal. 
SECRETARY-TREASURER 


W. A. PHILPOTT, JR., Secretary Texas Bankers Association, 
Dallas, Tex. 


ARIZONA CONVENTION 
In addition to the customary addresses and 
reports of officers at the thirteenth annual conven- 


tion of the Arizona Bankers Association at 
Phoenix, November 10 and 11, W. F. Ramsey, Fed- 
eral Reserve Agent of Dallas, Tex., addressed the 
bankers on the “Federal Reserve System and Its 
Operations.” Willis H. Booth, vice-president Se- 
curity Trust & Savings Bank, Los Angeles, spoke 
on “Interstate Co-Operation,” and C. J. Callaghan, 
retiring state auditor and ea-officio bank comp- 
troller, delivered a farewell address. 

The President, R. E. 


Moore, vice-president and cashier Valley Bank, 


officers elected are: 


Phenix; vice-president, P. P. Greer, president 
First National Bank, Globe; treasurer, J. R. Todd, 
manager Gila Valley Bank and Trust Co., Globe; 
secretary, Morris Goldwater, president Commer- 
cial Trust and Savings Bank, Prescott (re-elected). 

The American Bankers Association elections 
are as follows: Vice-President for Arizona, P. P. 
Greer, president First National Bank, Globe, who 
also Serves as Vice-President National Bank Sec- 
tion; Vice-President State Bank Section, R. E. 
Moore, vice-president and cashier Valley Bank, 
Phenix; Member Nominating Committee, Morris 
Goldwater, president Commercial Trust and Sav- 
ings Bank, Prescott. 

NEW MEXICO CONVENTION 

The sixth of the New 
Mexico Bankers Association was attended by a 
representative body of New Mexico bankers and 
bankers from the west, middle west and south- 
west. The convention was held in Albugerque, No- 


annual convention 


vember 14 and 15: 

Addresses were delivered by W. F. Ramsey, 
chairman Federal Reserve Bank of Dallas; J. J. 
Jaffa, cashier Citizens National Bank, Roswell; 
P. W. Goebel, president American Bankers Asso- 


ciation, Kansas City, Kan. There were round 


discussions of 


table 
banks and the check collection system recently put 


legislation covering branch 


into operation. 

The President, H. B. 
Jones, president First National Bank, Tucumcari; 
vice-president, J. W. Poe, president Citizens Na- 
tional Bank, Roswell; treasurer, C. A. Nyhus, cash- 
ier First National Bank, Raton; secretary, W. A. 
MeMillin, cashier American Trust and Savings 


officers elected are: 


Bank, Albuquerque. 

Following are the American Bankers Associa- 
tion elections: Vice-President for New Mexico, 
J. Corbett, president Bank of Deming, Deming; 
Vice-President National ‘Bank Section, H. B. 
Jones, president First National Bank, Tucumcari; 
Vice-President State Bank Section, H. J. Ham- 
mond, president Union Trust and Savings Bank, 
Clayton. ; 

ALABAMA’S NEW SECRETARY 

Henry T. Bartlett, assistant cashier First Na- 
tional Bank, Montgomery, Ala., is now. secretary 
of the Alabama Bankers Association. Mr. Bartlett 
succeeds McLane Tilton, Jr., of Pell City, who 
served the Alabama association for ten years. 


CONVENTION CALENDAR 


6-7 
7-8-9 


Florida St. Augustine 
Spring Meeting, Executive Council, 

A. B. A... Briarcliff Manor, N. Y. 


April 
May 


May 
May 
May 


Missouri 
Idaho Boise 
Fargo 


June 
June 


Washington 

Wyoming 

Kentucky Louisville 

American Bankers Association, 
Atlantic City, N. J. 

Amer. Inst. of Bank. . Denver, Colo. 

Investment Baltimore, Md. 


Sept. 


10-12 
South Dakota..............Huron 


STATE BANK SECTIO®“R 


OFFICERS OF THE 


PRESIDENT 
J. H. PUELICHER, Vice-Pres. Marshall & Ilsley Bank, 
Milwaukee, Wis. 
FIRST VICE-PRESIDENT 


D. HUXFORD, Pres. Cherokee State Bank, 
Cherokee, Iowa. 


E. 


STATE BANK 


SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 


Cc. B. HAZLEWOOD, Ass’t to Pres. Union Trust Company, 
Chicago, Ill. 


SECRETARY 
GEORGE E. ALLEN, Five Nassau Street, New York City. 


WHO? 


QuEsTIon—Who did more than anybody else to build up the big West and 


revitalize the big South ? 


AnsweR—The little banks—mostly state institutions. 


SECTIONAL INTERMEMBERSHIP 
The of the 


Association provides that Sections of the Associa- 


constitution American Bankers 
tion may be authorized or confirmed and regulated 
by By-Laws, for the promotion of the welfare of 
the different business classes of the membership, 
and any member of the Association may become 
a member of such Section or Sections whose Con- 
stitution or By-Laws permit of such membership 
as may best benefit such members’ business inter- 
ests, provided, however, that no member shall 
have the right to vote for officers in more than 
one Section and shall at the time of becoming a 
member in more than one Section designate in 
which Section he will exercise the right to vote 
for officers by giving notice to the Secretary of 
such Section, which designation cannot be changed 
until an intervening annual election. 


SMALL STATE BANKS 

From Kansas: “We are all agreed that the 
Federal reserve system is a step in the right 
direction. It perhaps, and undoubtedly will be, 
amended from time to time, but it is a good start, 
and I believe that every state bank in time will 
want to be a party to a thing that means relief 
in times of stress, and a splendid good thing for 
the whole country. I do not think that state 
banks with a capital less than $25,000 should be 
members, and by this I do not mean that a hard- 
ship should be worked on a state bank with less 
capital. I simply believe that a bank with less 
than $25,000 capital can be taken care of at all 


times by its correspondents.” 
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TEN-TEN 

A southern banker wants to have the sessions 
of the State Bank Section at the Atlantic City 
convention next September confined to state bank 
questions discussed by state bankers themselves. 
“Let us put the soft pedal on big orators,’ he 
writes, “and do the talking ourselves. Let every- 
body have his say and give anybody ten days in 
jail who talks over ten minutes.” ; 


UNIFORM LAWS 
“By 


formity of state banking laws and uniform regu- 


From Wisconsin: all means have uni- 


lation of state banks. It is possible that a com- 
mittee consisting of state bankers from each state, 
holding a conference and drawing up uniform laws 
and regulations, same to be submitted to the sev- 
eral state legislatures and recommended for pass- 
age, might accomplish the desired end.” 


COUNTRY VIEWPOINT 

From Ohio: “We believe that in the effort to 
shut off the so-called ‘Wall street connection” that 
a serious hindrance to state banks has been created 
in that loans on collateral are not permitted. 
Operating as a state savings bank, we loan largely 
on first mortgage security. We also make loans 
on collateral and make some investments in munici- 
pal or other bonds, and we believe that the Federal 
reserve system, to be of any benefit whatever to 
us, should permit of our making a loan, either de- 
mand or short time, with our mortgages, bonds or 
collaterals, or a mixture of the above, as security 
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to the same. At present we have national bank 
connections in Akron, Cleveland and New York, 
so that we feel that we are co-operating and can 
get our accommodation through our correspondents 
noted above, who in turn can find relief in the 


Federal reserve system.” 


DEMOCRATIZING FATHER 
From Wisconsin: ‘I believe that it will be the 
province of the State Bank Section because of its 
membership to democratize the parent association 
more than any one Section. ‘This has been on my 
mind very much and I desire to do my part in all 
the activities of our Section to do something worth 


while.”’ 


VERY MUCH ALIVE 


From Tennessee: “I am in accord with the 
idea that the State Bank Section shall be very 
much alive. We all want to work and have it the 
biggest Section in the Association. It must be- 
come a power for good in the banking world, and 
I shall expect you to keep me on the ‘jump’ in 
the effort to keep pace with your activities. We 
hope that the Section can accomplish, in connec- 
tion with the other Sections, some great and perma- 
nent good in bringing about certain amendments 
and revision of the Federal Reserve Act, so as to: 
make membership therein attractive.” 


TOO BIG A JOB 

From Wisconsin: “On account of the different 
state banking laws, and the requirement of differ- 
ent laws for different states due to natural re- 
sources, location, population and general conditions, 
it would be almost impossible to have uniformity 
of state banking laws, and if it were possible to 
accomplish, it could not be done without great op- 
position and agitation, and it will require too many 
years for any beneficial use.” 


ONLY FOR BIG BANKS 


From Michigan: “We see no reason why the 
country .bank should have relations with the Fed- 
eral reserve system. We are customers of the city 
banks, and as their customers, should have the 
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same privileges as our customers have from us. 
We believe in tle Federal reserve system, but only 
believe it is for the city bank, and possibly, for 
the larger country banks.” 


FARM MORTGAGES 


From Wisconsin: “Most state banks, espe- 


‘ cially country state banks, invest to a large extent 


in first farm mortgages, in my estimation the cream 
of all securities. 
should recognize this fact and grant the privilege.” 


The Federal reserve system 


DISPOSED TO CO-OPERATE 

From Ohio: “We prefer to clear our checks 
through our Cleveland and New York correspond- 
ents as formerly, permitting them to pass them 
on in such manner as they deem best. However, 
we are co-operating with the Federal reserve sys- 
tem in that any item sent to us by the Federal 
reserve bank is remitted for without any deduction 


for collection, postage or otherwise.” 


GO SLOW ‘ 

From Wisconsin: “What is the proper system 
of clearing and collecting checks? There is no 
proper system proposed at the present time. It 
would be advisable to have such a system provided 
that it would work equitably for all banks regard- 
less of their character or affiliation. It would take 
time to work out such a system. I do not believe 
in undertaking to rush any of these radical changes, 
that we all admit are desirable. Some of them 
cannot be successfully worked out by the present 
generation. As I have intimated before, co-opera- 
tion, and the desire to do justice and be helpful to 
all concerned, must be the ruling motive back of 
any of these movements, to make them successful.” 


NO PAR ARRANGEMENTS 
From Michigan: “Exchange is one of the 
sources of income to the country bank. Country 
banks do not have as many sources of income as 
We, therefore, believe that 
we are entitled to exchange for cash letters; in 


the large city banks. 


fact, ‘the laborer is entitled to his hire.’ We will 


not be a party to par arrangements.” 
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Casco Company, 
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<4 Union Nation 

A. NEWELL, First National Bank, San Francisco, Cal. 
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Valley Trust Com any, St. Louis, Mo.; 
Hecut, Hibernia Bank & Trust 
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R. H. MacMicHagL, Dexter 
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Bank, Pittsburgh, Pa. ; 
C. H. Cueney, First National Bank, a City, Mo. ; 


OFFICERS OF THE INSTITUTE 


President, E. G. 
Richmond Clearing 
City. 
Regents—O. M. W. SpracuE, Chairman, 
KEMMERER, Professor of Bankin 
City Bank, New York City; C. W. 
Street, New York City. 


Association, Richmond, Va. 


McWILu1AM, Security Trust & Savings 
Educational ‘Director, E. 
Assistants to Educational Director, R. W. Hitt and M. W. Harrison, Five Nassau Street, New York City. 
Professor of Banking and Finance in Harvard University, 
and Economics in Princeton University, Princeton, . 
ALLENDOERFER, First National Bank, Kansas City, Mo.; GEorGE E. 


Bank, Los Angeles, Cal. Vice-President, H. G. Proctor, 
ALLEN, Five Nassau Street, New York 
Board of 
Cambridge, Mass. ; E. W. 
Harotp J. Nationa. 
ALLEN, Five Nassau 


WHO’S WHO IN 1916 WORLD COMMERCE? 


By O. P. AUSTIN, Statistician of the Foreign 
Trade Department of the National City 
Bank of New York—Address Before the 
Forum of New York Chapter of the Ameri- 
can Institute of Banking. 


“Who’s Who in 1916 World Commerce?” 
could be answered in three words—‘‘The United 
States” —for our commerce of this year will so far 
exceed that of any other part of the world that the 
figures stand out in bold relief when compared 
with those of any other countries, or with our own 
record prior to the war. 

Our total international commerce in the year 
which ends with next month will approximate 
$8,000,000,000 against $4,000,000,000 in 1914, 
$3,000,000,000 in 1907 and $2,000,000,000 in 
1900. Our trade of this year will be twenty-five per 
cent. greater than that of Great Britain, fifty per cent. 
larger than that of Germany in the year preceding 
the war and double that of France in the current 
year. Our total trade of approximately $8,000,- 
000,000 exceeds the 
Africa, South America and Oceania’ combined, and 


is nearly one-fifth of the international trade of the 


entire commerce of Asia, 


entire world. 
I have said billions of dollars. I wonder if we 
fully realize how big a sum a billion dollars is. 


Let me give you a familiar illustration. 


An expert 
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counter of coins will count silver dollars at the rate 
of 66 a minute, 4,000 an hour, 80,000 in an eight- 
hour day, and therefore 1,000,000 in 33 working 
days. But at that rate, how long would it take 
him to count a billion? Get out your multiplica- 
tion tables and figure it out, and when you do you 
will find that this expert, working every day in 
the year except Sundays and holidays will require 
110 years to count one billion silver dollars. 
Necessarily the figures of world commerce in 
1916 thus far received represent only a part of the 
year. 
for nine months, and those of the Port of New 


In our own trade we have complete figures 


York for the tenth month, and it is upon these 
figures that I base the estimate which I have al- 
ready given you that our international trade in the 
full year will approximate $8,000,000,000 against 
$4,000,000,000 in 1914, $3,000,000,000 in 1907 
and $2,000,000,000 in 1900. 

Even this enormous figure of approximately 
$8,000,000,000 as the foreign trade of the country 
is a trifle when compared with the domestic or in- 
ternal trade of the United States which I estimate 
at fully $40,000,000,000, counting only a single 
transaction in the merchandise handled among our 
own people. While there is no official measurement 
of our internal traffic, we may by taking the stated 


value of all articles turned out by our factories, 
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farms, fisheries, forests and mines, and adding to 
this the merchandise imported, get a general meas- 
arement of the merchandise forming the internal 
trade. And in doing so I obtain a grand total of 
approximately $40,000,000,000 as the value of the 
merchandise handled among the people of the 
United States, including in this estimate only one 
actual handling of the merchandise in question. 
The value of our manufactures alone was in 1914 
#24,000,000,000, and must have been much larger 
in 1916. 
mated by the Department of Agriculture at 
$10,500,000,000 in 1915, and must have been fully 
as much in 1916 with the marked advance in prices. 


The wealth production of farms is esti- 


The product of the mines is set down by the Geo- 
logical Survey at approximately $2,500,000,000 in 
1913, and with the increased prices of iron, copper, 
lead, zinc and other mineral products must be 
greatly in excess of this sum in the current year. 
Add to this the products of the forests, fisheries 
and other industries, and I think we are justified 
in assuming that the internal commerce of the coun- 
try, a single handling of all of our domestic prod- 
ucts plus the $2,500,000,000 worth of merchandise 
imported will bring the grand total of our domestic 
commerce this year up to approximately $4.0,000,- 
000,000. 

This grand total of $40,000,000,000, the value 
of the merchandise annually handled in our in- 
ternal commerce, equals the stated value of the in- 
ternational commerce of the entire world, but is in 
fact twice as great as the total actual value of the 
merchandise forming the world’s international 
trade, since in stating the value of the world’s in- 
ternational commerce we include both exports and 
imports of every country, and when we reflect that 
every article exported becomes an import when it 
reaches the country of destination, we see that the 
value of the merchandise forming this international 
trade is only about one-half that indicated by the 
combination of both imports and exports. So we 
are justified in saying that the value of the mer- 
chandise forming the internal commerce of the 
United States is twice as great as that of the mer- 
chandise forming the entire international trade of 
the world. 

Turning again to the specific question of the 
1916 commerce of the world, the’ classes of ma- 
terial of which it is composed, and the bearing of 


present trade movements upon those which are to 
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follow the close of the war, I am able to present 
official figures of the trade of twenty principal 
countries during more than half, and in some cases 
three-fourths of the year. These twenty countries 
for which we have figures had ,in the year 1914, 
when conditions were normal, about two-thirds of 
the entire international trade of the world and are 
the principal producing nations of the world in 
agriculture, manufacture and mineral products. 
We may, therefore, assume that their official sta- 
tistics, covering considerably more than one-half 
of the year’s international trade, furnish a reason- 
able basis upon which to estimate the world com- 
merce ‘of the full year, and its meaning, present 
and prospective. 

The total 1916 
probably exceed in stated value that of any earlier 


international trade of will 
year. Our own trade, as I have already shown you, 
is double that of 1914, while in most of the other 
countries the trade figures now available are ma- 
terially larger than those of 1913, an absolutely 
normal year, in which world commerce aggregated 
more than $40,000,000,000. 
tain countries, notably Germany, Austria-Hungary 


True, there are cer- 


and Turkey, for which no figures are now available, 
but we must not assume that their trade is entirely 
out of existence by reason of the difficulties which 
it encounters on the oceans, for the exchanges be- 
tween those countries and with the countries bor- 
dering upon them are undoubtedly very great, 
much larger than normal in fact, and when the 
statistics of those’ countries become available the 
figures will more nearly approximate normal than 
we have been accustomed to think. 

Still another class of international commerce 
for which we have at present no official record, 
and perhaps may never have, is the war materials 
and other merchandise imported or exported by 
certain governments, which do not include govern- 
The 


British Government's imports in 1915, not shown 


ment merchandise in their trade statistics. 
in her trade figures, were estimated by the London 
Statist at fully $600,000,000, and it is probable 
that the value of the merchandise sent out of the 
country to its own troops or for the allied forces is 
much greater than that, but the bulk of this great 
movement is unrecorded, and therefore not included 
We 


are thus, in my opinion, fully justified in estimating 


in the official trade records of that country. 
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$40,000,000,000 as the value of the international 
trade of the world in 1916. 

This large increase in the value of world trade 
does not necessarily, however, mean so large an 
increase in quantity moved as the figures suggest. 
Higher prices in 1916 account for a considerable 
proportion of the advance in stated values, both in 
our own country and in other parts of the world. 
In many important articles entering international 
trade the prices per unit of quantity are now much 
higher than in 1914. Pig iron imports into the 
United States, for example, which averaged $34 
per ton in July, 1914, were $101 per ton in May, 
1916; bar iron advanced from $23 per ton in 1914 
to $102 in 1916; ingots and blooms imported in 
July, 1914, at 3 cents per pound were imported in 
August, 1916, at 8 cents per pound; tin plates 
in 1914, 3 cents per pound and in 1916 11 cents; 
raw silk which a year ago was exported to us 
from the Orient at $2.73 per pound is now sent 
us at $4.67 per pound, while in our own export 
statement prices of wheat, cotton, copper and 
many other articles show also very large increases 
in values per unit of quantity. So great is the 
average increased value of many articles of com- 
merce that the United States Consul General at 
Paris, in a recent communication to the State De- 
partment, reported that the imports of France 
average ninety per cent. higher in values per unit 
of quantity than in 1914, and the exports an aver- 
age advance of fifty per cent. over 1914. 

World trade conditions in 1916, as shown by 
latest official returns, are as follows: 

Great Britain is increasing her exports and imports, 
especially the latter; and this is also true of France. 
Russia’s imports are larger, but the exports greatly de- 
creased. Italy’s imports are larger, and her exports 
slightly reduced. 
exports increased. 


Spain’s imports are reduced, but her 

Germany and her allies are issuing 
no statements regarding their trade. Netherlands and 
the Scandinavian states supply no monthly trade figures. 
Argentina’s exports are below those of last year, but the 
Brazil shows an increase in both 
imports and exports, and so does Chile. 


imports increasing. 
Japan’s imports 
and exports are larger, but China and India show a fall 
in both exports and imports. Australia and New Zea- 
land report increases of imports and exports, and this 
is also true of Canada, Cuba, Egypt and British South 
Africa. The record of the United States is before you 
every day, an enormous increase in exports and a mate- 
rial advance in imports. 


It is, however, in the classes of articles form- 
ing this greatly increased international trade that 
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The demands of the 
war have changed the movement of certain lines of 
merchandise. Our exports of explosives, for ex- 
ample, grew from $6,000,000 in 1914 to $467,- 
000,000 in 1916; fresh beef exported increased 
from 7,000,000 pounds in 1914 to 231,000,000 in 
1916. Exports of knit goods from the United 
States were in 1916 nearly ten times as much in 


we are especially interested. 


value as in the year before the war, and practically 
all of them went to the trenches; while in woolen 
goods the outward movement in 1916 was also ten 
times as much in value as in 1914. 

Every country which has foodstuffs to spare 
has been drawn upon by the warring countries to 
the limit of its surplus, and upon every manufac- 
turing country the calls have been equally earnest, 
irrespective of prices. Argentine, Brazil, Australia, 
New Zealand and Canada have exported enormous 
quantities of breadstuffs and meats to the warring 
nations, and the United States, Canada and Japan, 
the only manufacturing countries outside of Eu- 
rope, are supplying enormous quantities of manu- 
factures; not merely war munitions, but many 
other articles necessary for the battlefield or the 
movement of troops and supplies. Practically all 
of the increase in our exports to Europe, an ad- 
vance from $1,500,000,000 in 1914 to $3,000,- 
000,000 in 1916, is due to the demands of war, 
whether for food, clothing, transportation facilities 
or actual warfare; and this is true in perhaps a 
somewhat less degree of the great increase which 
had occurred in the export trade of Canada and 
Japan. 


As to the effect of the war upon the import 


trade of the neutral countries and grand divisions, 


Great Britain, France, Belgium, Italy, Germany 
and Austria-Hungary supplied before the war the 
bulk of the foreign merchandise entering South 
America, Asia, Africa and Oceania. American 
merchandise then entering those grand divisions 
formed less than ten per cent. of the total, and 
the bulk of the remainder was drawn from the 
countries which for the past two years have been 
at war. Naturally we expected that the countries 
entering the war would be unable to supply the 
markets, which had formerly relied upon them, 
and. that this would result in a great increase in our 
own exports to the neutral world as well as to the 


countries requiring our products for the war. 


| 
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In this ambition to capture any considerable 
percentage of the import trade of the neutral 
world our experiences have been disappointing. 
This is not a pleasant statement to make, but it 
is my duty to you as well as to the manufacturers 
of this country to make it. True, we have shown 
a moderate increase in our exports to all of the 
neutral sections and most of the neutral countries, 
but the growth has been little more than normal, 
and has not justified the expectations, which were 
based upon the assumption that the European 
countries would be unable to continue their exports 
at least in anything approaching normal. The 
increase in our exports to Asia, exclusive of that 
for Russia sent by way of its Asiatic frontage, is 
but $35,000,000 when we compare the figures of 
the fiscal year 1916 with those of 1914, to Africa 
$16,000,000, to Oceania $16,000,000, and to 
South America but $55,000,000. ‘To the North 
American countries, immediate neighbors, 
the increase has been much larger and amounts 
to 284 million dollars, but more half 
of this has been to Canada which has drawn 
largely upon us for supplies which ultimately 
reached the warring nations or for the troops which 
they were sending to aid the mother country in the 
war. 


our 


than 


To the neutral countries of Europe the in- 
crease has been large, but a considerable percent- 
age of this has probably passed thence to the na- 
tions at war, while the remainder is chiefly a tem- 
porary demand due to the inability of those coun- 
tries to obtain their usual supplies from their 
immediate neighbors in Europe. 

Very little of this increase in our exports to 
the neutral European countries can be expected 
to be permanent, and as for the neutral countries 
in other parts of the world we have already evi- 
dence that every country now at war will at the 
return of peace enter upon an active campaign to 
regain any part of their foreign trade which we 
may have absorbed during the period in which 
they were unable to give it the usual attention. 
Indeed their campaign for regaining those markets 
has already begun. British exports in the ten 
months of the present year actually show a larger 
value of domestic merchandise exported than in 
the corresponding months of 1914, most of which 
cover a period prior to the beginning of the war. 
The total of British exports for the ten months of 
this year amounted to $2,059,000,000 against $2,- 
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019,000,000 in the corresponding months of 1914. 
In France the exports of the first eight months of 
the current year, while officially stated at but $433,- 
000,000 against $875,000,000 in the same months 
éf 1914, are, in fact, according to a statement by 
our Consul General at Paris, about $650,000,000 
when based upon a proper valuation, and this it 
must be remembered is an exportation from but 
about sixty per cent. of the manufacturing area of 
that country, the remainder being either under Ger- 
man control or occupied by the armies of the allies. 
And, when we consider that France has already 
taken vigorous steps for the re-establishment of her 
foreign trade at the termination of hostilities, it is 
apparent that she will also expect to regain a large 
proportion of the trade which has temporarily 
passed into our hands. This is apparently also 
true of Germany, which, according to current re- 
ports, is planning for an active trade campaign in 
the other grand divisions, when the re-establish- 
ment of peace permits her to resume her com- 
mercial activities abroad. As to our exports to the 
warring countries, which have so enormously in- 
creased, we must expect of course an absolute 
termination of the movements of materials now 
utilized in conjunction with the war, while the very 
facility with which we transformed our manufac- 
turing establishments into a condition by which 
they could quickly turn out war materials suggests 
that the manufacturing establishments of Europe 
will promptly readjust their present war indus- 
tries to meet domestic requirements of their own 
people, and also those required for re-establishing 
their markets abroad, and they may also pour into 
this country, through the widely open doors sup- 
plied by the lowest tariff that we have ever had, 
large quantities of merchandise to compete with 
our own manufacturing establishments. 

As to the theory that the warring nations are 
likely to refuse to trade with each other after the 
Cer- 
tainly no such thing has ever happened at the close 


war, it is not in my opinion a tenable one. 


of other wars in which the bitterness during the 
period of hostilities was just as great as that which 
now exists between the hostile nations. 

It is not a pleasant duty to state these facts 
with reference to the probable future of world 
trade and especially our own relations thereto, but 
it is nevertheless a duty, to you representing our 
great banking and financial interests, as well as 
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to the manufacturers of this country which must 
look to manufactures as the chief source for the 
future enlargement of our exports. We are no 
longer able to spare for foreign countries any con- 
siderable quantity of agricultural products. other 
than cotton, and if we are to continue to increase 
our exports and maintain our rank as an exporting 
nation, it must be accomplished with the products 
of our manufacturing industries. 

It must be admitted, painful as it is to make 
this admission, that our manufacturers have not 
risen to the opportunity offered by conditions in 
the neutral countries during the past two years. 
They have devoted their attention to the momen- 
tary opportunity offered by the war demands of 
Europe rather than a plodding, persistent effort to 
obtain for themselves a proper proportion of the 
neutral markets opened to them by the situation 
which presented itself at the beginning of the war. 
Manufactures cannot be successfully sold in coun- 
tries having habits of life different from our own 
unless they are prepared in form to meet the local 
customs and requirements of those countries and 
sold upon terms to which those countries are ac- 
customed. This requirement of the foreign trade, 
especially in the Orient and the tropics, has been 
neglected, overlooked, let us say, as a milder term, 
by our manufacturers. As I have already told you, 
the total gain of two years in our exports to South 
America, Asia, Africa and Oceania combined is but 
$122,000,000, an annual average no greater than 


the gain of the normal year 1912. The exports of 
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cotton piece goods to the whole world by this 
country, which produces two-thirds of the cotton of 
the world, amounted in the full fiscal year 1916 to 
but 550,000,000 yards, against an average of nearly 
500,000,000 yards per month by Great Britain in 
the current year. We have been so absorbed in the 
admiration of the temporary increase of our ex- 
ports to the countries at war that we have over- 
looked apparently the more important duty of 
making permanent gains in our exports to those 
markets to which we must look for the future 
growth of our exports in that line which must sup- 
ply the future growth, manufactures. 

It is not, however, too late to remedy this 
mistake which our manufacturers have made in 
neglecting a proper cultivation of the markets to 
which they must go for the future enlargement of 
their export trade. In all of the neutral countries 
the world over manufactures form the chief feature 
of the import trade. They are the sections of the 
world which absorb a large proportion of the 
$8,000,000,000 worth of manufactures annually 
entering the international trade. Of that $8,000,- 
000,000 we supply normally but about $1,000,- 
000,000 worth, and we should not permit the tem- 
porary demands of the war nations to prevent our 
seizing this exceptional opportunity to strengthen 
our hold upon the markets which absorb much of 
this $8,000,000,000 worth of manufactures, the 
very class of merchandise in which rests the future 
hope of our own commerce. 


MEASURE OF INSTITUTE SUCCESS 


“The measure of Institute success,” says Pres- 
ident McWilliam, “is our ability to produce grad- 
uates.” 

To bankers unfamiliar with our work, the 
great intangible influence which the Institute is 
wielding in the lives of men and communities means 
little. They demand tangible results, and by point- 
ing to an ever-increasing number of graduates each 
year is the only way in which we can demonstrate 


our practical value. Let us therefore redouble our 


efforts this year to produce graduates. There are 
many who each year attend Chapter courses but 
do not take final examinations. Urge them to do 
so, not so much perhaps because of benefit to them- 
selves, but because of the influence it will have on 
others and the good it will do the cause. Still 
others pursue one course in which they are particu- 
larly interested and neglect the second. Urge them 
to complete the Institute course. Let this be a 
year of results.” 
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EDUCATIONAL PREPAREDNESS 
By JOHN CLAUSEN 
Manager of the Foreign Department of the Crocker National Bank of San Francisco 


Human efforts as affected by the present 
spirit of progress and educational unrest make ap- 
parent the necessity for a change in the curriculum 
of studies in the schools to that having a direct 
bearing upon efficiency in the commercial life of 
our country, which can the better be acquired when 
real issues are brought forth. 

While business training has lagged behind 
that afforded by other nations of the world, to re- 
form or even suggest the advisability of changing 
the educational system of this country presents. in- 
deed a difficult problem. 
ter of great importance and should be taken under 


It is nevertheless a mat- 


serious advisement, especially at this period when 
entering upon a world-wide struggle for trade su- 
premacy. 

Viewing the subject from the standpoint of 
clear judgment, it becomes apparent that a neces- 
sity exists for training our younger element in the 
early stages of their development for business and 
labors which will devolve upon them when at man- 
The 
formulation of-ideas and methods with a view of 


hood they enter upon the real struggle of life. 


their applicability to commercial advancement is 
in my mind the most worth-while study for con- 
structive and practical improvement of modern 
business conditions, for it is the young men now 
in schools, colleges and universities—fitting them- 
selves for active life—who will live in the new age 
of progress and well-won achievements. 

It is obvious that education must be dove- 
tailed into industry and the present insistent de- 
mand for business training lends weight to the as- 
sertion that this accomplishment—reinforced by 
practical experience—will give our young men the 
foundation for success in the world of progress. 


TAX ON 

A Correspondence Chapter student requests in- 
formation concerning the special Federal corpora- 
tion tax and how it affects’ banks. In the first 
place the tax does not apply until after January 1, 
1917. It provides for an annual tax of fifty cents 
per one thousand dollars fair value of capital of all 
corporations, which means, of course, all corpora- 
tions having capital stock, with an exemption of 


While it is recognized that the bulk of the 
world’s work is accomplished by men who may not 
have had what is generally termed a liberal educa- 
tion—but rather that fostered by the school of ex- 
perience—trained intelligence stands paramount 
as the key to industry. If we can encourage that 
training, the usefulness of our populace to the 
country will tend to assure both trading power and 
wealth. 

The business world today is vitally interested 
in these problems, for no organization can succeed 
in a large degree whose workers are not efficient. 
The foundation of national prosperity clearly rests 
upon that result accomplished by its people to 
serve real purposes in sympathy with current in- 
dustry, science and government. 

Commercial education may imply that of two 
distinct phases—the necessary, valuable as a guide 
to practical achievements in life; the learned, ac- 
quired without aim for specific worldly gains other 
than that of mental uplift. In the furtherance of 
the first mentioned we require men of intelligent 
force to especially encourage the belief in the need 
that exists for sound technical and scientific educa- 
tion which we have hitherto been surprisingly un- 
willing to recognize as a timely issue and of vital 
importance. 

Our attention is therefore necessarily drawn 
to the school system of our country—its apparent 
inadequacy for specific commercial preparation and 
direct business education. The demand for such 
training has grown insistent and its necessity is 
clearly evinced by the establishment of a great 
many private schools of finance, commerce and in- 
dustry, among which may in no small degree be 
mentioned the American Institute of Banking. 


BANKING 


$99,000. Surplus and undivided profits are to be 
estimated as capital and, hence, are taxed. Every 
bank, therefore, having capital stock—national 
bank, state bank, trust company, stock savings 
bank—would be subject to the tax. Banking insti- 
tutions having capital and surplus aggregating less 
than $100,000 will not be affected by the tax. 
Brokers are taxed $30. 
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HISTORY OF THE 


HE Law Merchant, which originated in the 
unwritten customs of merchants and was at 
first transactions 


between merchants residing in different places, is a 


confined to mercantile 
body of law relating to certain mercantile transac- 
tions and instruments of widespread use now incor- 
porated into and regarded by us as a part of the 
common law. 

The Law Merchant is of very ancient origin, 
and about the first account we have record of is 
found in Genesis, twenty-third chapter, Abraham 
buying the cave of Machpelah from Ephron for 
a burial place for Sarah, his wife, for which he 
paid 400 shekels of silver, current money at that 
time with the merchant. 

Chancellor Kent defines it to be “a system of 
law, which does not rest essentially on the positive 
institutions and local customs of any particular 
country, but consists of certain principles of equity 
and usages of trade, which general convenience 
and a common sense of justice have established 
to regulate the dealings of merchants and mar- 
iners in all the commercial countries of the civi- 
lized world.” 

Most of the usages and customs of trade have 
originated in a like manner in all countries, and 
many of the rights and duties accruing from the 
various mercantile transactions are founded on the 
dictates of What is 
called the Law Merchant, is the body of laws 
enacted at different times by commercial nations. 


natural law. technically 


There is very little known of the commercial 
laws of the Tyrians, Phoenecians, Carthagenians 
and the Assyrians. Only from tradition do we 
learn that the Rhodian law acquired the highest 
rank, and this must have been true because we 
find the Rhodian law embodied by the Romans in 
their but distinct 


traces of the Grecian laws and about all that is 


legislation. There are few 
known of them is spoken of in the works of De- 
mosthenes and other writers. It remained for the 
Koman law in all the branches of commerce and 
navigation to become a system. of universal juris- 
prudence, and it is at the present time a part of 


the law of the state of Louisiana, in our own 


country. 
In about three-fifths of the United States, 
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LAW MERCHANT 


By WALTER PERRY KIRKSEY 


however, the unwritten Law Merchant, as incor- 
porated into the English common law, still governs 
although it has been modified in various ways by 
judicial construction and statute in the several 
states. 

From the beginning the Law Merchant was 
not so much a part of the municipal law of any 
state as a part of the Jus Gentium owing to the 
fact that its chief provisions apply as well to 
foreign merchants as to natives. 

In the middle ages the merchants were the 
suitors or doomsmen and they found the judgment 
Merchant was 


and declared the law. The- Law 


administered in the fair courts. In certain bor- 
oughs, from the year 1353 onward, there was a 
court of the staple, in which justice was adminis- 
tered by the mayor and constables of each staple, 
The statute 


twenty-seven, Edward III, chapter eight, enacts 


according to the Law Merchant. 


that all merchants coming to the staple, and their 
servants, shall be ruled by the Law Merchant as 
to all things touching the staple, and not by the 
common law of the land or by the usage of cities, 
boroughs or other towns, especially in actions of 
debt, covenant and trespass. 

At first the merchants in the fairs adminis- 
tered in the court of fairs a special law based on 
the customs of merchants of which, unless you were 
a merchant, you received no benefit, and we find 
that the Law Merchant administered in the fair 
courts and the merchants attending the fair were 
active in declaring the law and in finding-verdicts. 

Each mercantile court had a clerk, a seal and 
plea rolls and there was no limitation as to the 
amount involved in the suit. 

After it became recognized as an integral 
part of the common law, the Law Merchant be- 
gan to exercise a liberalizing influence on the gen- 
eral law. 
the courts of chancery and thereafter applied as 


Many of its doctrines were adopted by 


principles of equity rather than as rules of the 
Law Merchant, and Sir William Blackstone calls 
it “The lowest and at the same time the most ex- 
peditious court of justice known to the law of 
England.” 

Important commercial laws were enacted as 


early as the reign of Edward I. This monarch 
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granted extensive privileges to foreign merchants 
trading in England, especially to the merchants 
of Gascony, Hamburg and the Hanseatic league. 

The greater part of this foreign trade of 
England, and in fact the whole of Europe, at 
that time was conducted in great fairs held at fixed 
places and at fixed times in each year, to which 
merchants of all countries came; fairs similar to 
which are still held in Russia and other places in 
the east. In each of these fairs a court sat to 
administer speedy justice by the Law Merchant 
to the merchants who congregated in the fairs, 
and in case of doubt and difficulty to have that law 
declared on the basis of mercantile customs by 
the merchants who were present. The court was 
called the court Piepondrous or Pieponder, so 
called because the court was frequented by chap- 
men with dusty feet who wandered from mart to 
mart. 

The jurisdiction of the court of Pieponder was 
limited to things happening in actions arising with- 
in the precinct of the fair, and during the continu- 
ance of the particular fair at which the court was 
held, the plaintiff being obliged to take an oath 
that the contract or deed was made or committed 
within the fair and within the time of the said fair 
where he taketh his action. Judgment could, how- 
ever, be deferred until time of another fair or 
market. 

Then the kings courts began to administer 
the Law Merchant, not as a law, but as a custom 
on proof that the parties were merchants and it 
was a good plan in an action on a bill of exchange 
that the defendant was not a merchant but a gen- 
tleman. The evolution of the English Law Mer- 
chant is similar to that of the commercial law of 
the continent. 

In England it went through three stages of 
development. The first stage ended in the year 
1606, when Coke was appointed Lord Chief Jus- 
tice and prior td that time it was administered 
by special courts for a special class of people. 

The second stage lasted from the year 1606° 
to the year 1756, when Lord Mansfield became 
chief justice. Lord Mansfield with a Scotch train- 
ing was not too favorable to the common law of 
England, and many of the principles of mercantile 
law he derived from foreign jurisprudence as 
embodying the customs of merchants all over 
Europe. 
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At the outset cases involving the Law Mer- 
chant were decided rather on their special facts 
than on any general principles of law. While 
Lord Mansfield obtained his legal principles from 
those sources, he took his customs of trade, and 
his facts from mercantile special juries, whom he 
very carefully directed on the law. He was on 
terms familiar with them and from them he learned 
the usage of trade. 

It is a curious fact that if you read the law 
reports of the seventeenth century you will note 
that hardly any commercial cases are found re- 
ported, and you would be led to infer that either 
Englishmen of that day did not engage in com- 
merce or else were not litigious people in com- 
mercial matters, each of which appears improbable. 
The reason of this was that such cases were dealt 
with by special courts and under a special law. 
That law was an old established law and based 
largely on mercantile customs and approved and 
agreed to by all nations and held to be a part of 
the law of England which decided the causes of 
merchants by the general rules which obtain in all 
commercial countries and that often, even in mat- 
ters relating to domestic trade, as in the drawing, 
the acceptance and the transfer of bills of ex- 
change. Later Lord Mansfield lays down “mer- 
cantile law as not the law of a particular country 
but the law of all nations.” g 

Bills of exchange came to England from 
continental cities where their use is traced to the 
twelfth or thirteenth century, and it is said that 
bills of exchange at first extended only to mer- 
chant strangers trafficking with English merchants 
and afterward to inland bills between merchants 
trafficking the one with the other in England and 
afterward to all traders and then to all persons 
whether traders or not, and there was then no 
need to allege any customs of merchants.’ 

In the seventeenth century the law of bills 
of exchange was codified in France, but in Eng- 
land no general codification took place until the 
year 1882. 

In the United. States the earliest general 
codification is found in the California civil code 
of the year 1872, but this has been followed with- 
in the last decade by a more widespread adoption 
of the negotiable instruments law on the general 
lines of the English bills of exchange act. 

The English common law, including the Law 
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Merchant, has been extended to most of the British 
dominions and protectorates and in the United 
States the accepted legal theory is that the law of 
England, both statute and common, was brought 
by the first settlers to the English colonies. Com- 
merce everywhere is directed toward the aghieve- 
ment of the same results and the laws governing 
it are, within a given period of the world’s his- 
tory, fundamentally the same. Great Britain has 
unified her laws regulating bills of exchange, sale 
of goods, companies and partnerships and _ thie 
example has been followed by the commissioners 
for uniform state laws of the American union. 
States of independent union such as Denmark, 
Norway and Sweden have adopted uniform laws 
on bills of exchange and states of the principal 
continental countries are bound by a convention. 
The mission of commercial law may be thus char- 
acterized to be a two-fold task imposed upon the 
nations of the earth. They must develop their 
own national greatness as well as fit themselves 
to be members of a greater world state and lend 
their aid in the development of ideas. The law of 


commerce brings the nations of the earth together 
and furthers the cause of universal peace. 


In the year 1883 Lord Blackburn said in the 


House of Lords: “The general Law Merchant for 
many years has in all countries caused bills of 
exchange to be negotiable and there are, in some 
cases, differences and peculiarities which by the 
municipal law of each country are grafted into it, 
but the general rules of the Law Merchant are the 
same in all countries.” 

It is*the general opinion that the commerce 
of the ancients was carried on without the use of 
bills of exchange and there is no vestige of them 
in the Roman law. A passage in the Pandects 
shows it to have been the practice with the cred- 
itor who lent money on bottomry or respondentia 
to a foreign merchant to send his slave to receive 
the loan, with maritime interest, on the arrival of 
the vessel at the foreign port. This certainly 
would not have been necessary, says Pothier, if 
bills of exchange had been in use. But however 
the fact may have been with the Romans, it would 
seem from a passage in one of the pleadings of 
Isocrates, that bills of exchange were sometimes 
resorted to at Athens as a safe expedient to shift 
funds from one country to another. 


In that interesting forensic argument which 
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Isocrates puts into the mouth of a son of Sopaeus, 
the governor of a province of Pontus, in his suit 
against Pasion, an Athenian banker, for the 
grossest breach of trust, it is stated that the son, 
wishing to receive a large sum of money from his 
father, applied to Stratocles, who was about to 
sail from Athens to Pontus, to leave his money 
and take a draft upon his father for the amount. 
This, said the orator, was deemed a great advan- 
tage to the young man for it saved him the risk 
of remittance from Pontus over a sea covered with 
Lacedaemonian pirates. It is added that Strato- 
cles was so cautious as to take security from 
Pasion for the money advanced upon the bill, and 
to whom he might have recourse, if the governor 
of Pontus should not honor the draft and the 
young Pontian should fail. 

A bill of exchange derives its name from a 
phrase, familiar in the language of continental 
Europe and most probably derived from that of 
France, in which it is called Billet de Change or 
Lettre de Change. In the middle ages the word 
Concambium was used to express the particular 
contract known in our law ‘by the name of ex- 
change, that is to say, a transmutation of property 
from one man to another in consideration of some 
price or recompense in value, such as a commuta- 
tion of goods for goods or of money for money. 

Bills of exchange are of such indispensable use 
in the remittance of the value of money between 
distant places without risk and expense, that for- 
eign commerce cannot conveniently be carried on 
without them. Bills of exchange grew into use on 
the coasts of the Mediterranean in the fourteenth 
century. In the year 13894 the city of Barcelona 
by ordinance regulated the acceptance of bills of 
exchange and the use of them is said to have been 
introduced into western Europe by the Lombard 
merchants in the thirteenth century. Bills of ex- 
change are mentioned in a passage of the jurist 
Baldus of the year 1828. M. Boucher received 
from M. Legon Deflaix, a native of India, a memoir 
showing that bills of exchange were known in 
India from the most high antiquity. 

But the ordinance of Barcelona is, perhaps, 
the earliest authentic document in the middle ages 
of the establishment and general currency of bills 
of exchange. The first bank of exchange and de- 
posit in Europe was established in Barcelona in 
the year 1401 and it was made to accommodate 
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foreigners as well as citizens. M. Merlin 
the edict of Louis XI in the year 1462 is the 
earliest French edict on the subject, and he at- 
tributes the invention of bills of exchange to the 
Jews when they retired from France to Lombardy. 
The Italians and merchants of Amsterdam first 
established the use of bills of exchange in France. 


Says 


After long usage the custom of traders finally 
ripened into the Law Merchant and this law gave 
to notes and bills of exchange their present char- 
acter in which they, in a sense, become a part of 
the circulating medium of the whole country; and 
it is exceedingly important that state lines should 


not mar the symmetry of the rules governing such 


paper. The negotiability of foreign bills of ex- 
change has been left in general as it was by the 
Law Merchant. 

Promissory notes, however, have been enlarged 
in some states to include notes which are payable 
in property or work and which include other ad- 
ditional agreements and conditions and in some 
their negotiability has been conditioned on their 
being made payable in bank or on their recital of 
“value received.” 

Negotiability in its enlarged signification ap- 
plies to any written security transferable by in- 
dorsement or delivery so as to vest in the indorsee 
the legal title and a right to sue thereon in his 
own name. 

The principal distinguishing feature of com- 
mercial paper is its negotiability which means not 
only that the instrument may be assigned and that 
the assignee may sue upon it in his own name but 
also that he takes it free from equities that may 
exist between prior parties and that out of the 
acceptance and transfer of the paper (often by 
mere signature or delivery) shall arise the well 
established relations and liabilities that are created 
by the Law Merchant. Negotiability is not, how- 
ever, essential to the validity. of a bill of exchange. 
Non-negotiable bills and notes have a validity and 
an effect of their own as common law contracts 
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and it is a question of law whether they are nego- 
tiable or not except where the lex mercatoria is 
uncertain. 

As between the maker or drawer and indorsee 
the indorsement of non-negotiable paper does not 
render the former liable at common law to the 
latter as in case of negotiable paper. 

The adoption in recent years of the Nego- 
tiable Instruments Act by so many of the states 
has been in response to the general desire for uni- 
This 


statute is the outgrowth of many years of effort 


formity in respect to commercial paper. 


on the part of bar associations, jurists, publicists, 
bankers and citizens generally to secure uniformity 
in the law relating to commercial paper. The Act 
was drafted by a committee appointed by the state 
boards of commissioners for promoting uniformity 
of legislation at the national conference held in 
Detroit, Mich., in August, 1895. At the confer- 
ence held in 1896 the draft of the committee was 
considered, amended in some particulars and 
recommended to the legislatures of the states for 
adoption. 

Prior to the adoption of this Act by the vari- 
ous states in which it is in force, there was a 
great lack of uniformity in the statutes of those 
in the decisions of the courts with 
reference to the Merchant. The Act was 
formulated and adopted not with a view of mak- 
ing any radical changes in the law as generally 
understood and administered but to remove the 
doubt as well as conflict that had in some instances 
come into existence from the difference in statu- 
din its pro- 


states and 
Law 


tory laws as well as court opinions. 
visions it pursues and largely reproduces the Brit- 
ish Bills of Exchange Act of the year 1882, which 
was drawn by His Honor Judge Chalmers and 
submitted to recognized authorities on the com- 
mercial law and practice of England. The Act 
has become the law in all but a small number of 
the states of the union. In Utah it bears title 
fifty-three of the compiled laws of 1907. 
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FACTS ABOUT FARM MORTGAGE DEBT 


Farm Mortgage Bankers Association, 
President F. W. called the 


attention of the necessity 


I N his annual address to‘the convention of the 


Thompson 

members to the 
for attempting to reduce overhead charges and 
“by legal combination attempt through economies 
and by the elimination of destructive competition 
to give both the borrower and the investor a fair 
interest rate.’ President Thompson ‘said that 
there was often a duplication and sometimes a 
triplication of expense in the matter of apprais- 
ment and title examination and he suggested the 
establishment of an organization for guaranteeing 
titles. 
be appointed to investigate the feasibility and to 


He recommended that a committee of five 


report not later than June 1, 1917. 

In relation to the Federal Farm Loan Act, 
Mr. Thompson said that the agitation for a new 
rural credit system was first brought out by the 
Taft administration. The desire for it, he said, 
was based largely on the report of the then am- 
bassador to France while the motives behind the 
men who advocated the system “should be judged 
very largely by what was said at the time.” 

Mr. 
Thompson, “the statements appeared in the press 


remember rightly,” continued 
that the farmers were being oppressed by a debt 
approximating $6,000,000,000 and that the aver- 
age rate paid thereon was not less than eight 
per cent., and that unless something was done to 
alleviate the load thus imposed upon the American 
farmer he would soon face bankruptcy.” 

“Permit me to say that the present farm 
mortgage debt is not only not burdensome but that 
it is and has been a distinct benefit to those who 
Go to the 
sections where the mortgage debt is greater and 


represent the borrowing farmer class. 


you will find the best improved farms and the best 
grade of farmers. 

“The relative importance of the saving in 
interest between what the framers of the bill hope 
will be the rate and that charged ‘by present 
methods will not bring about the farmers’ millen- 
nium by a long ways.” 

Mr. Thompson then showed that a reduction 
of two per cent. in interest where the land is worth 


from $10 to $40 an acre would represent a saving 
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of from ten cents to forty cents per acre on a fifty 
On land valued at $50 to $100 an 
acre the saving would be from twenty-five cents 
to fifty cents per acre and on land valued from 
$125 to $200 an acre the interest reduction would 
permit a saving of thirty-one cents to fifty cents 
an acre. 


per cent. loan. 


These reductions, he said, were insig- 
nificant compared to the savings that would come 
from better farm education, better seeds, better 
knowledge of soil conservation and farm account- 
ing and other similar things. 

In regard to tenant farming and the sym- 
pathy for the landless man, Mr. ‘Thompson said, 
that the political importance of the reform must 
be recognized, and he undertook to prove that the 
motive of rural credits legislation was largely 
political “and the benefits of any remedial legis- 
lation along this line were based upon sectional 
lines rather than upon the benefits that might ac- 
crue to the whole aggregation of our farming com- 
munity.” 

“IT do not know by what process the $6,000,- 
000,000: debt of the American farmer has been 
reduced to less than $2,000,000,000, but the latest 
information that I have been able to gather in- 
dicates that the farm mortgage debt of the Amer- 
ican farmer is in the neighborhood of $1,700,000,- 
000. 
rates paid in the various states by the number of 


We can easily see that by dividing all of the 


states one might arrive at an average rate ap- 
If then those who 
were interested in relieving the farmer from the 
alleged burden of an oppressive debt and excessive 
rate of interest were moved by the statements that 
first appeared, I can readily understand the em- 
barrassment of the promoters of this legislation at 


proximating eight per cent. 


learning the real conditions. 

“It is unfair, however, to judge the more 
highly developed farming sections in the United 
States, where the great bulk of farm loans are 
made, by conditions surrounding the section of 
our country which has developed a better type of 
farmer and a more diversified type of farming 
than that of the southern section mentioned as a 
basis upon which to make a law covering the en- 
tire United States. 
pression among the farmers and those immediately 


It is unfair to create an im- 
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connected with them in their operations to say 
without further explanation that the rate of in- 
terest paid on farm loans average about eight 
per cent. 

“Let us take, for example, the state of Iowa 
where the rate of interest on first farm mortgages, 
with commissions added, has been current for a 
long number of years at a rate not to exceed five 
and six-tenths per cent. per annum, and any other 
state where the rate of interest might have been 
ten per cent. or twelve per cent., including com- 
missions ; it would seem that the average rate would 
be one-half of the sum of the two rates, or about 
eight and eight-tenths per cent., whereas the vol- 
ume of business done at the low rate in Iowa as 
compared to the volume of business done in the 
state where twelve per cent. prevails would make 
the application of the average rate of eight and 
eight-tenths per cent. ridiculous. I am positive that 
the basis for the statement that the average rate 
of interest paid on farm loans is eight per cent. 
(and I am not so sure that both first, second, third 
and other mortgages are computed in the rate 
obtained) was computed in exactly the same man- 
ner as I have indicated and does not reflect the 
true condition of the rate of interest charged to 
the great bulk of American farm mortgage bor- 
rowers. 

“The question of reducing tenantry loomed 
large in the minds and motives of those interested 
in this legislation and on grounds of humanitarian- 
ism this was most commendable. The landless 
men in our rural population rightfully deserve the 
serious attention of all who are interested in the 
agricultural development of our country, and had 
those in charge of this legislation solved this prob- 
lem, they would have been entitled to the gratitude 
and plaudits of the entire country. 

“The study of the question of tenantry in 
rural districts, no doubt, has opened the eyes of 
close students to the fact that it is not such a 
menace, at least at present, as. it would seem. 
Apparently there are in the neighborhood of 2,- 
800,000 farm tenants in the United States, about 
800,000 of whom are sons or sons-in-law of pres- 
ent owners. They therefore should be eliminated 
from the total and taken out of the tenant class, 
leaving about 1,500,000 tenants of various classes 
living upon 5,860,000 acres. It has been estimated 
that of the 1,500,000 tenants there are at least 
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500,000 who are industrious and are saving a 
portion of their savings with the hope that in the 
future they will become owners of land. I main- 
tain that this class of people are not a menace to 
the prosperity of our agricultural section. This 
still leaves 1,000,000 to account for. It is from 
this class of tenants that the supply of purchasers 
for cheaper land than they are living upon are 
drawn from, and this class is being eagerly sought 
and financed by the owners of land upon easier 
payments than are demanded under the govern- 
ment bill. 

“Out of the remaining 1,000,000 farm tenants 
there will be found a large number who prefer to 
use their capital for investment in live stock and 
equipment, and who choose to remain tenants, be- 
lieving that they can secure better net returns 
from their vocation than if they owned the land 
themselves. An éstimate of this class of tenants 
has been made at about 250,000. This leaves 750,- 
000 tenants who are either incompetent or have 
no desire to be anything else but day laborers. 

“Assuming, therefore, that the 800,000 sons 
or sons-in-law would not need government credit, 
and that 500,000 could not use government credit 
under the present law advantageously, and the 
fact that it would be an extreme error on the part 
of the government to attempt to finance 750,000 
incompetent tenants, the question of tenantry fades 
away in its relative importance. 

* & 

“There are two kinds of banks created by the 
law, one known as a Federal land bank and the 
other as a joint stock land bank. It is quite evi- 
dent that the framers of the law lean very strongly 
toward the co-operative associations and its par- 
ent, the Federal land bank, because of the handi- 
caps imposed upon joint stock land banks, evi- 
denced by the tax exemption of both capital and 
surplus of the Federal land bank, as against tax- 
able capital and surplus of the joint stock, land 
bank, and further the limitation of bond-issuing 
privilege of fifteen times the capital of the joint 
stock land bank as compared with twenty times 
the capital of Federal land banks. 

“The Farm Mortgage Bankers Association 
has no quarrel to pick, nor will they be antago- 
nistic to any statute which is formed to help co- 
operative societies, provided that the co-operative 
society so formed and other concerns have a free, 
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open and competitive field in which to do business. 

“If there had been any wide-spread demand 
on the part of our 6,360,000 farm owners for a 
new system of farm financing and had the present 
system been so obviously unfair and out of date 
with the present facilities, the need for the present 
law would have been readily conceded and wel- 
comed by all who are concerned with the problems 
of rural credit. I have made it a point personally 
to interrogate a large number of farmers from a 
large district in the United States, and I have 
found but little complaint with the treatment and 
credit being received under present conditions. I 
am convinced that the demand for legislation did 
not exist among the class who under the present 
terms of the bill are qualified to borrow under its 
provisions, but on the contrary the testimony in 
Congressional committees disclosed exceptions 
which prove the contention that the great mass of 
borrowers were not represented and that a great 
number of those who testified were mere theorists 
who knew very little about the actual condition 
surrounding the great mass of farm borrowers in 
the United States. It is apparent that consider- 
able investigation must have been made by the 
sub-committee in making its report and that a 
great deal of the testimony furnished at the public 
hearing was disregarded, because there is a great 
deal of commendable machinery in the present 
Act as it relates to the influence and safeguards 
surrounding the borrowing demand of farmers who 
have the qualifications to borrow under the Act. 
Congress is to be congratulated upon some very 
excellent machinery in the law, and if it were 
changed in some spots to meet actual conditions, 
and if the board were composed of men of long 
experience in the farm mortgage business, the suc- 
cess of the legislation would be assured: with an 
enlargement of the facilities of joint stock land 
banks. 

“We who are in the mortgage business should 
be grateful to.the framers of the law for the pro- 
visions therein authorizing joint stock land banks, 
which we trust is merely as good a start as might 
naturally be expected in the beginning, and ex- 
press the hope that the Farm Loan Board will 
change what appears to be at the present time a 
hostile attitude toward the joint stock feature of 
the law and that by patience and sound argument 
we will be able to convince that body that changes 
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can be made in that portion of the law which 
permit experienced mortgage men of the country 
to take advantage of its provisions. 

“The attitude of mortgage bankers should be 
along the lines of perfecting the law in order that 
we may take advantage of its provisions and use 
it in conjunction with our present business. I 
believe that that is the attitude of the majority of 
the members of our association. The distinctive 
feature of the entire bill which departs from the 
practice of present-day methods is in the com- 
pulsory amortization of loans made under the Act. 
I am not so sure that this feature will not prove 
of great benefit to all concerned, whether loaning 
under the Farm Loan Act or not, in ameliorating 
and putting the brakes on the ever-increasing sale 
value of farm land in contradistinction to its real 
income-producing value. 

“There has appeared in the public utterances 
a rather unique proposition in the shape of a recom- 
mendation or a proposal that banks and mortgage 
bankers will find a great market for second mort- 
gage loans by virtue of the assumption that prac- 
tically all of the first farm mortgage business will 
be done by the Federal land banks. All that will 
be left for mortgage bankers will be the second 
mortgages which, it is said, will find a ready sale 
among investors, because of the general acceptance 
by the public of the appraisement made by the gov- 
ernment as to the value of the land, and the fact 
that the government loan is being reduced by 
amortizations, thus making the margin of the sec- 
ond mortgage better with each payment. This 
looks to me like a bid by the sponsors of the bill 
to mortgage and other bankers to provide means 
for the landless man to procure a farm home. It 
seems a rather ingenuous proposition on its face, 
but it displays ignorance on the part of those who 
have suggested it concerning the attitude of the 
general investing public upon the purchase of 
second mortgage liens. It is true that the mort- 
gage bankers engage to some extent in this process 
of financing farmers, but it is only because they 
enjoy what little profit there is in the making of 
the first mortgage loan combined with the second, 
in order to compensate them for carrying the sec- 
ond mortgage or in the chance they take in dispos- 
ing of it. Furthermore the prudent investor in 
farm mortgages, if I understand him rightly, will 
not be attracted by second mortgages because of 
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their aversion to the acquiring of the land by 
processes of foreclosure of the second lien and 
being obliged to take care of the first mortgage 
lien under amortized payments, and being handi- 
capped by the fact if the foreclosure should happen 
any time within five years after the loan is made 
they would be obliged to keep up these amortiza- 


tions until after five years. Under the present 


method they are able to dispose of the property 


and obtain the amount of their mortgage equity 
within a comparatively short time after the pro- 
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cess of foreclosure is brought to a termination. 

“My general conclusion was that we should 
learn from the experience of governmental action 
in the establishment of postal savings banks and 
Federal reserve banks, in so far as they have 
affected the savings banks and commercial banks 
respectively, that we as mortgage bankers should 
not become discouraged in our present activities as 
to the effect the present farm loans law will have 
upon our business which has been conducted along 
honorable and helpful lines.” 
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President McWilliam 


membership of Institute Committees as follows, 


has announced _the 


which contains a few changes in the tentative list 
originally published: 

PROGRAM COMMITTEE—Joseph J. Schroeder 
(Chairman), National Bank of Republic, Chicago, IIl.; 
J. Howard Arthur, Peoples National Bank, Pittsburgh, 
Pa.; Wm. O. Bird, Colorado National Bank, Denver, 
Colo.; Louis C. George, Fifth-Third National Bank, Cin- 
cinnati, Ohio; L..J. Kaufman, Guardian Savings & Trust 
Co., Cleveland, Ohio. 

COMMITTEE ON PUBLIC AFFAIRS—H. G. 
Proctor (Chairman), Richmond Co. Clearing Associa- 
tion, Richmond, Va.; C. B. Brombash, First and Security 
National Bank, Minneapolis, Minn.; Frank W. Bryant, 
Second National Bank, Boston, Mass.; Chas. C. Carter, 
Lowry National Bank, Atlanta, Ga.; Geo. J. Clark, 
Chicopee National Bank, Springfield, Mass.; Daniel P. 
Clifford, Home Savings Bank, Toledo, Ohio; Robert E. 
Cornish, German National Bank, Little Rock, Ark.; 
Jas. H. Daggett, Marshall & Ilsley Bank, Milwaukee, 
Wis.; Jas. D. Garrett, Central Savings Bank, Baltimore, 
Ohio; M. W. Harrison, American Bankers Association, 
New York, N. Y.; Bernard Johnson, Peninsular State 
Bark, Detroit, Mich.; M. B. Keith, Security National 
Bank, Dallas, Tex.; G. E. Maine, Dexter Horton Trust 
& Savings Bank, Seattle, Wash.; Godfrey J. Smith, 
National Commercial Bank, Albany, N. Y.; A. W. 
Taber, First National Bank, Chattanooga, Tenn.; Thos. 
H. West, Ladd & Tilton Bank, Portland, Ore. 

COMMITTEE ON PUBLICITY—J. B. Birming- 
ham (Chairman), National City Bank, New York; 
W. H. Dressler, Stockyards National Bank, Omaha, 
Neb.; Fred W. Ellsworth, Guaranty Trust Company, 
New York; Raymond C. Gee, Fort Worth National 
Bank, Fort Worth, Tex.; L. L. Hardin, Bank of Co- 
lumbia, S. C.; C. P. Hilty, First National Bank, Birm- 
ingham, Ala.; A. C. Jackson, North Dayton Savings 
Bank, Dayton, Ohio; A. M. Lommen, Scandinavian 
American Bank, Grand Forks, N. D.; Robert S. May, 
Waterbury National Bank, Waterbury, Conn.; J. A. 
Seaton, Fort Sutter National Bank, Sacramento, Cal.; 
J. H. Thompson, Savannah Bank & Trust Company, 
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Savannah, Ga.; J. R. Wells, First National Bank, 
Duluth, Minn.; Buford Wilson, American National 
Bank, Nashville, Tenn.; Fay E. Wright, East Side Sav- 
ings Bank, Rochester, N. Y. 

COMMITTEE ON MILITARY INSTRUCTION— 
Harold J. Dreher (Chairman), assistant cashier National 
City Bank, New York; Robert H. Bean, treasurer Casco 
Mercantile Trust Co., Portland, Me.; Jos. Chapman, 
vice-president Northwestern National Bank, Minneapo- 
lis, Minn.; E. D. Hulbert, president Merchants Loan & 
Trust Co., Chicago, Ill.; Charles E. Warren, president 
Lincoln National Bank, New York; O. Howard Wolfe, 
assistant cashier Philadelphia National Bank. 


COMMITTEE ON PUBLIC SPEAKING AND 
DEBATE—Wm. A. Boyd (Chairman), First National 
Bank, Syracuse, N. Y.; Butler O. Bower, Hanover Bank, 
Wilkes-Barre, Pa.; A. E. Caldwell, Oakland Bank of 
Savings, Oakland, Cal.; L. C. Humes, First National 
Bank, Memphis, Tenn.; Wm. A. Marcus, Savings Union 
Bank & Trust Co., San Francisco, Cal. 

COMMITTEE ON MEMBERSHIP—Hugh T. 
Owen (Chairman), First National Bank, Utica, N. Y.; 
R. M. Bremer, Grand Rapids National Bank, Grand 
Rapids, Mich.; Chas. B. Campbell, Florida National 
Bank, Jacksonville, Fla.; N. P. Delander, Merchants 
National Bank, St. Paul, Minn.; H. Lee Early, Ameri- 
can Southern National Bank, Louisville, Ky.; W. B. 
Kramer, Lackawanna Trust Company, Scranton, Pa.; 
F. T. Merrill, First National Bank, Great Falls, Mont.; 
H. J. Moore, First National Bank, San Francisco, Cal.; 
James S. Rogan, American National Bank, Austin, Tex. ; 
Chas. S. Shaw, Third National Bank, Pittsfield, Mass. 


COMMITTEE ON PRESIDENT’S CONFER- 
ENCE—L. M. Pence (Chairman), Midwest National 
Bank, Kansas City, Mo.; J. W. Bond, Walker Brothers, 
Salt Lake City, Utah; T. R. Croft, Peoples National 
Bank, Charleston, S. C.; Chas. A. Ham, Exchange Na- 
tional Bank, Spokane, Wash; Clarence Kappers, Union 
National Bank, Eau Claire, Wis.; Wm. Pardue, State 
National Bank, San Antonio, Tex.; Geo. S. Sterling, First 
National Bank, New Haven, Conn. 

DIRECTOR OF TRANSPORTATION—Geo. A. 
Jackson, Continental & Commercial National, Chicago. 
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History of the Bank of Byzantium—Its 
Operations and Monopolies 


An Ideal Situation for a Bank—Constantinople Mistress 
of Two Seas and Arbiter of Two Continents—Flow 
of Silver to Byzantium—Byzantine Laws Affecting 
Bankers. 


~ By ALEXANDER DEL MAR 


OULD the ground beneath the Seraglio be sur- 
C rendered to the explorations of another Schlie- 
mann, it would reveal a history beside which 
the petty archeology of Troy would lose all interest. 
Byzantium in the remotest historical times was not only 
a city of commercial impor- : 
tance, it was the feeder to Tyre 
and Carthage and the port 
through which flowed not 
merely the envied products of 
the Orient, but also its reli- 
gions, its science, its art and 
its delusions. 
It was the galleys of By- 
zantium that first bore the 
spices of India to the Aigean, 
its rich carpets and metallic 
wares to Tyre, its missionaries 
(peripheres) to Delos, its 
sacred hymn (the maneros) to 
Egypt, and its fame to Venice 
and Carthage. (Herodotus 
Mel., 32-36.) 


Trade of Byzantium 

The Byzantines engrossed 
the entire trade and prolific fish- 
eries (palemenes) of the Pontic 
sea, levied tolls upon all vessels 
passing the Bosphorus, and in 
its proud superiority jeered at 
the Chaleedonians, who, after 
following them from Phrygia, 
and arriving at the Bosphorus 
too late to seize upon'its com- 
manding shore, had camped upon the arid point now 
known as Scutari. 

It is true that the Greeks claimed to have founded 
Byzantium, they also swore to their own lineal descent 
from the “Eternal Gods”; but Grote has long since 
pricked these bubbles. Byzantium was in the possession 
of Cyrus who died 520 B. C.; and the Ionian Greeks 
only captured it from the Persians in 478. (Terp., 103.) 


An Ideal Site for a Bank 
Byzantium was probably the most ancient city of the 
Levant, older than Colchis or Troy, and richer than 
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Tyre or Sidon. To the former she afforded safe passage 
to adventurous Jason and vengeful Menelaus; to the 
others, the commerce of the Mediterranean. Under 
whatever name—Byzantium, Nova Roma, Constantinople, 
Stamboul—she remained for twenty-five centuries the 
mistress of two seas; the arbiter and interpreter of two 
continents. What location more inviting, more felici- 
tous, more necessary, could there be for the establish- 
ment and maintenance of an international bank; and 
what more likely a period for its installation than when, 
in 390 B. C., she became an independent state and shook 
off the restraints imposed upon her industry and growth 
by the successive tyrannies of 
Babylon, Assyria, Persia and 

Greece? 


Iron Coins and Leather Notes 


At this period—shortly after 
the disastrous Peloponnesian 
War—Greece was much ex- 
hausted, its industries were 
prostrated, supplies annihilated 
and the mines of Laurium, 
Thasus, Scapte-Hyle, Siphnos, 
Pangeus, ete., all shut down. 
The Indian ramatenkis, the 
electrum coins of Sardis, the 
daries of Persia, the gold mine, 
even the silver drachmas, of 
Solon, were hoarded. In 407 
the Athenians were obliged to 
“melt down the statue of Minerva 
Victoria and convert it into 
those base gold coins which 
Aristophanes ridicules in “The 
Frogs.” In time even the base 
mine were hoarded and gave 
way to the iron coins and parch- 
ment notes alluded to by Aris- 
totle: the “shinplasters” and 
“wild cats” of a disturbed and 
suffering state. The prohibitions 
to export the precious metals had been followed by the 
usual evasions and by the inevitable issuance of a 
fiduciary currency; something by which to trade: some- 
thing by which to count. 


Flow of Silver to Byzantium 


When this makeshift currency was established in 
Athens the hoarded coins (chiefly silver drachmas) were 
furtively purchased by brokers, technically at risk of 
their lives, and sold to merchants with oriental con- 
nections, who even in normal times profited so largely 
by this trade that now the shipment of silver to the 
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Orient must have yielded clear of all expenses, risk 
of transport, commissions, brokerages, and fees, not less 
than cent per cent. This trade alone, due to the su- 
perior value of silver in India (5 to 6, % to one gold, 
against 10 to 13 to one in the Levant) was sufficient 
to account for the establishment of banks in Babylon, 
Egypt, Byzantium and Tyre and was more than usually 
profitable when the Bosphorian city became independent, 
when also the war and neglect of western industrial 
establishments, lent renewed vigor to the eastern trade 
and when the metallic treasures of the Occident were 
practically demonetized by the substitution of iron 
“sidareos” and “leather” notes. 


Monopolies of the Bank 


According to Boeckh 772, “the money-changing bus- 
iness, which, if the iron coins were at that time in 
existence, must have been of special importance, was 
farmed in Byzantium to a single bank; and all persons 
were prohibited from buying or selling money elsewhere, 
under penalty of forfeiting the sums thus bought or 
sold.” As the Hellespont at that period (fifth and 
fourth centuries B. C.,) was the principal, almost the 
only, channel through which flowed the trade ‘to the 
Orient, the Bank of Byzantium must have reaped very 
considerable advantages from this monopoly, even when, 
before the independence of the state, such monopoly 
may have been conceded by Athens: advantages that 
were doubtless enhanced when Byzantium recovered its 
liberty. But the “money-changing business” was not its 
only source of profit. The bank collected the Straits- 
dues and probably farmed the customs; it financed the 
fisheries, by discounting the obligations of adventurers 
who were obliged to provide ships, tackle and nets, and 
yet run the risk of storms or a bad catch. The bank 
also accommodated the foreign merchants who came to 
buy or sell in the adjacent fairs, of which a great num- 
ber were held within a short distance of Byzantium, both 
in Greece, the Isles, and “Syria”: a name that, accord- 
ing to Herodotus, went at that period for nearly all 
of Asia Minor west of the Halys. 


Cheapness of Gold Compared to Silver in the Orient 


The inferior value of gold and superior value of 
silver in the Orient, as compared with the civilized states 
of the Occident, demands some explanation, for it con- 
tinues to the present day. It was and is apparently 
simply due to the comparative backwardness of mechan- 
ical art. Gold is among the most widely diffused of 
metals and can be obtained in small quantities from 
almost any mountain range in the world, the only 
machinery or implements required being a wooden bowl 
and a tub of water. In ancient times it was thus ob- 
tained in all countries; at the present time it is thus 
obtained in all backward countries; in progressive coun- 
tries it is obtained not in small but in large quantities 
by the aid of machinery. On the other hand, silver can- 
not and never could be obtained by panning. It must 
be sought in subterranean veins or bodies which are 
usually encased in hard rock. This means mechanical 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Vol. 9 No. 6 


and metallurgical art and capital wherewith to procure 
them; steel tools to cut the rocks in which the precious 
metal is enclosed; chemicals to separate the metals with 
which silver is commonly combined; pumps to free the 
mines from water; timber to prop the shafts and gal- 
leries; and a fund out of which to pay the workmen 
and running expenses. Silver mining was brought into 
Asia Minor and Egypt by the Khetaians (Hittites) -be- 
fore it was known to the Indians or Chinese, whose only 
gleanings of silver were obtained in trade. As it served 
all the purposes of gold, it naturally bore a higher value 
than in the west, where by the means of superior art 
it was produced more readily. From Asia Minor the 
Khetaians sent their miners to Greece where they opened 
the silver mines of Laurium; and to Carthage, whence 
they explored the argentiferous rocks of Spain. Even at 
the present time the only gold obtained in the Orient is 
by the ancient method of panning; the only gold or 
silver mines worked by machinery belonging to’ and 
managed by Europeans, who send their produce away, 
or exchange it at the valuation fixed by these circum- 
stances. (Del Mar, “Hist. Prec. Metals.”) 


Buddhic Interdict of Mining 

There was yet another reason: the Buddhic interdict 
of mining. Sir V. Ball, Prof. Oppert, and other authori- 
ties, quoted in the work above cited, assure us that long 
before the classical ages of Greece, the Buddhist priests 
of Thibet, India and China, for purposes of their own, 
imposed so rigid an interdict upon mining that today 
(1880) it is death in some Buddhic regions to dig for 
gold or silver. Owing to the fact that while silver min- 
ing, on account of its requirement for machinery, can 
only be carried on openly, gold mining in remote places 
can be and is prosecuted furtively by immense numbers 
of poor people, whose combined product is sufficient to 
raise the comparative value of silver; especially when 
silver ornaments are the only ones which jealous eyes 
will permit them to wear. 


Laws Affecting Bankers 


Among the laws enacted while Byzantium was under 
the control of Athens, were the following: 

I. No banker shall demand (or receive) more inter- 
est money than that agreed upon at first. 

II. Nobody who had put in surety for anything may 


sue for it, he or his heirs. (‘Put in” is here probably 
meant for “pledged.”) 

III. Pledges and securities shall stand but for one 
year. 

IV. Counterfeiters and debasers and diminishers of 
the current coin, shall lose their lives. 

V. No Athenian or sojourner shall lend money to be 
exported, unless for corn or some such commodity allow- 
able by law. He who sends away money for other uses, 
shall be brought before the Master of the Custom House 
and prosecuted criminally, after the manner of those 
transporting corn unlawfully. He shall have no writ or 
warrant against his correspondent, nor shall the Archons 
permit him to have a civil trial. 
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VI. Corporations may make their own by-laws, pro- 
vided that they are not inconsistent with the public 
laws. (Potter, Antiq. Greca. I, 198-200.) 

Whether they are read like the first one (between the 
lines) or on their face, these laws are so plainly in the 
interest of the banks that there is little likelihood of 
their having been altered when the City of the Golden 
Horn was freed from Attic influence. 


Byzantine Theory of Money 

Byzantium was not the only city under Greek domin- 
ion which possessed a bank. There was the State Bank 
at Ilion; Pasion’s Bank; the Bank of Clazomene; and 
many others; some of them with histories interesting 
enough to impart valuable suggestions to the present 
distant age. But whether from apathy or because “bank” 
is a comparatively late term, and is therefore not to be 
found in the indices to Greek words, these institutions 
have met with but slight recognition from modern 
economists. 

It is in reference to one of these ancient banks that 
originated the aphorism which eventually found its way 
into Greek and Roman law. An Hellenic sophist upon 


being asked “What is Money,” replied that the readiest 
way to solve so difficult a problem was to state what was 
not money (nomisma), which he defined to be “Nothing 
that could not be counted”: a negation that at all 
events clears the way for something more informing 
than the unworkable commodity theory of Adam Smith. 


Byzantine Coins 
The numismatic collections of Europe are so full of 
Byzantine coins of almost every period that they have 
given rise to numerous works and still more numerous 
contentions. Briefly, it may be stated that before the 
plunder of Persia and India by Alexander the Great, 
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gold was valued in the coinages of the Greek States at 
ten times that of the same weight of silver. After his 
soldiers were so laden with gold spoil that they rejected 
silver and all other less valuable plunder than gold, and 
demanded to be led back to Greece, because they could 
carry no more, their leader, in his capacity of king and 
basileus, raised by decree the value of gold in his coin- 
ages to twelve times that of silver; and so it remained 
when Byzantium fell to the arms of Rome and through- 
out the entire Roman domination down to the capture 
of Constantinople by the Latin forces in 1204, when the 
various kingdoms and principalities which arose upon 
the ruin of the Empire struck their own coins and fixed 
their own valuation upon them. 


The Parchment’ Moneys 

The so-called “leather moneys” of Byzantium and 
the various nations which throughout the Dark and 
Middle ages issued fiduciary moneys, were obligations 
written on parchment and attested by the proper author- 
ities, of which moneys but a single specimen is known 
to exist at the present time, preserved in one of the 
great national cabinets of Europe. Following is an ac- 
count of the various issues of these moneys: B. C. 145, 
Carthage, metallic disk enclosed in parchment and 
stamped; 862-79, Republic of Novgorod, stamped leather; 
959-75, Edgar, king of Wessex; 998, Olaf, king of Nor- 
way, leather disks with silver nails; 1124, Doge Dom- 
enico, at Tyre; 1154, William the Bad, king of Sicily; 
1215, John, king of England; 1241, Fenza; 1251, Louis 
IX, king of France; 1235, Frederick II, at Milan; 1248, 
Parma; 1285, Edward I, king of England; 1364, John II 
(Charles V, regent,) king of France; and 1586, the 
Spanish colonies of San Domingo and Puerto Rico, all 
issued “leather” or parchment moneys, whose history is 
now lost to the common run of economical works. 


SPIRIT OF THE A. I. B. 


“Attending a convention,” says the Richchap, 
“is certainly the best way, if it is not the only way, 
of getting a proper idea of the magnitude and 
high-minded purpose of the American Institute of 
Banking. At Cincinnati were gathered some 500 
young men who would compare favorably with 
the best representation of any profession in this 
country. Typical of all Americans in their ready 
wit, keen minds and abundant enthusiasm, they 
had an additional and much less prevalent charac- 
teristic. This rarer quality is also harder to define 
by a phrase. It involves concentration and special- 


ized application, and it means, practically applied, 
going to lectures at night after a heavy day at the 
counter or ledger, and passing up the theater for 
the treatise on economics. This was, nevertheless, 
the predominating and conquering element in the 
character of the young men who attended the Cin- 
cinnati convention, and they were but typical of the 
18,000 members throughout the country. The ob- 
viously necessary results of this the great and all- 
pervading purpose of the American Institute of 
Banking, will be reflected in the future develop- 
ment of American banking, locally, nationally and 
—last but not least—internationally.” 
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HOW EXPORT AND IMPORT STATISTICS ARE MADE 


By I. NEWTON HOFFMANN 


- The war in Europe has not only stimulated an in- 
terest in geography but it has popularized to a large 
extent the subject of foreign trade statistics—hereto- 
fore regarded as decidedly dry reading, and available 
only for publication in ultra-serious newspapers and 
periodicals. Since the war, however, the yellowest of 
journals have generously given space to the records of 
imports and exports. 

Governmental bureaus in Washington have aided in 
the dissemination of reading matter on this subject, and 
because of the unusual interest shown in the expansion 
of the country’s foreign trade as a result of the war, 
the present Administration has fared much better in 
this regard than have previous ones, for in the past 
government figures on imports and exports have re- 
ceived comparatively little attention from the press. 
Taking advantage of its opportunity, the Department 
of Commerce has spared no time, expense or trouble in 
furnishing regularly as many reports as could be pre- 
pared. The department has been very diligent in this 
work, and having a certain sense for “news” has in- 
variably taken pains to provide news features to dry 
statistical data by persistently calling attention to 
“record” figures. 

During the past twenty-three months the govern- 
ment has invited attention to record exports of a day, 
a week, a month, a series of months, a year, ete. In 
short, it has supplied various and numerous “sensations” 
evolved from the compilation of statistics. 


It will be interesting therefore to explain briefly . 


how export and import statistics are collected and pre- 
pared, and inasmuch as about two-thirds of the country’s 
foreign trade is handled at the port of New York, the 
operations at the New York Custom House will be taken 
as a model to illustrate the general line of procedure 
followed in the work of assembling figures. 

The preparation of import statistics does ‘not 
present the many difficult problems which command the 
attention of government officials in the compilation of 
export figures for the reason that under the admin- 
istrative provisions of the tariff act, importers of 
merchandise are required to present to the authorities 
entries and invoices which contain detailed information 
regarding the character, quantities and values of goods 
imported, and moreover, the government, exercising due 
vigilance in order that no goods pass the customs with- 
out the payment of duties, has in operation machinery 
which furnishes an absolute check on all foreign goods 
entering into domestic consumption. It should also be 
stated that the tariff law imposes severe penalties for 
the making of false statements regarding quantities and 
values of goods imported. 

It is from the original invoices that the Custom 
House clerks extract the information which forms the 


basis for all reports on merchandise imports. 


The situation is quite different in the case of ex- 
ports of merchandise; and the large increase in the 
outward shipments of merchandise since the outbreak 
of the war has complicated matters to a considerable 
degree by reason of the inability of the clerical force 
to handle the vast mass of data bearing on this subject. 

There is no strict and well-defined Federal statute 
requiring exporters to file at the Custom House de- 
tailed information regarding their shipments. The law 
merely provides that the master of an outgoing vessel 
shall submit a manifest of his cargo as a condition 
precedent to his obtaining his clearance papers. It is 
manifestly unreasonable to expect that the master 
should have accurate knowledge of everything that goes 
aboard his ship. It might have been possible, in the 
old days of sailing vessels for a master to supervise 
the lading of his ship and count the number of barrels 
and boxes that were placed aboard, but even then, he 
could not have been expected to know the contents of 
each barrel and box. 

In order that the government may have means for 
obtaining the desired information regarding goods ex- 
ported from the United States, the Treasury and Com- 
merce Departments have issued regulations requiring 
the filing of shippers’ manifests by exporters. Regula- 
tions are, after all, not statutes, and especially in the 
absence of specific laws making the filing of manifests 
mandatory, and providing for the punishment of ex- 
porters who present false or inaccurate reports, the 
task of Custom House officials has been a difficult one, 
and they have been unable in the past to obtain satis- 
factory data for the compilation of export statistics. 

Since the outbreak of the war, however, the Treas- 
ury and Commerce Departments have jointly promul- 
gated new regulations governing the filing of shippers’ 
export manifests and there has been generally greater 
care exercised by government officials in the work, so 
that it is an established fact that statistics today are 
more complete and more accurate than ever before. 

A system has been evolved by which export mani- 
fests filed by individual shippers are compared with 
ship manifests filed by steamship agents. Exporters 
who have been lax in the past have been informed that 
they would have to be prompt in the future, and some 
few who have been suspected of furnishing incorrect 
reports have been advised of the existence of a Federal 
perjury statute which is applicable to such cases. 

The Custom House is frequently in receipt of let- 
ters criticizing export statistics and directing attention 
to alleged inaccuracies. Merchants and manufacturers 
who write these letters do not seem to realize that the 
final figures as prepared by the government cannot be 
more accurate than the basic individual reports which 
these very same manufacturers and merchants are re- 
quired to furnish. In other words, the old saying that 
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a chain is no stronger than its weakest link holds 
true of statistics. 

While the Custom House deserves credit for im- 
proving its statistics, it merits considerable criticism 
for making its reports state one thing while as a matter 
of fact they represent another. 

Figures reported as exports for a day, a week or 
a month, do not represent the value of goods actually 
shipped from the port of New York during the day, 
week, or month, as one would naturally presume. The 
reports do not indicate the volume of exports for the 
period mentioned, but they merely represent the re- 
sults of statistical labor for the day, week, or month, as 
the case may be. Consequently, when the newspapers 
publish a statement to the effect that the exports of a 
particular week marked “a new high record,” the fact 
is that the figures put through the statistical machines 
during that week recorded a new high record. 

In explanation, it should be stated that the in- 
dividual shippers’ manifests received at the Custom 
House are sorted as to vessels, that the information 
contained in them is coded for transcription on cards 
which are fed into the electrical tabulating machines. 
From two to three thousand of such manifests are re- 
ceived daily at the Custom House—many of them 
several days in advance of the sailing of the ship which 
is expected to carry the merchandise. By reason of 
the large volume of exports, it is practically impos- 
sible for the clerks in the Custom House to keep up with 
the current work, and moreover, some of the shippers 
file their manifests late—sometimes as late as fifteen 
days after the clearance of the vessel. Another difficulty 
is that frequently an exporter will file a report to the 
effect that a certain number of cases of merchandise 
are to go forward on a particular vessel, and it is later 
found that the goods, on account of the lack of freight 
space, had to be shipped a week later on another 
steamer. Cases of this kind require adjustment some 
time after the sailing of a vessel and it is therefore im- 
possible to have complete records of exports at the time 
when the ship actually leaves port. 

Working under these difficulties the Custom House 
statistical mill grinds out figures as fast as it can, and 
its daily production is given out to the public as the 
actual export shipments of the day. It is interesting to 
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note that exports reported for Saturdays are usually one- 
half of the totals for week days. It is a well known 
fact that more ships sail on Saturday than any other day, 
and consequently Saturday exports should be larger than 
exports for Monday or Friday. This statistical anomaly 
is explained by the fact that government employees work 
only a half day on Saturdays. 

A careful examination of export statistics shows 
that goods included in the report of a particular day 
were actually shipped on steamers which sailed from the 
port of New York two, three, or even six weeks previ- 
ously. In view of the fact that export figures for the 
first day of Jyne, for instance, represent shipments 
made in the early part of May, it is manifest that 
the monthly reports issued from Washington are just as 
misleading, that is, June figures will represent ship- 
ments made during the previous month. 

The ideal condition would be where the Custom 
House issued at the close of business each day the total 
value of exports for the day. This is patently impos- 
sible. The next best condition would be where the 
Custom House furnished daily figures for exports of the 
day previous, or two days previous, etc. It is generally 
recognized that the compilers of export statistics must 
necessarily be a few days behind—and under the existing 
regulations of the Treasury and Commerce Departments, 
shippers and steamship companies may exercise the privi- 
lege of delaying the filing of supplementary manifests 
fifteen days after clearance—but there is no excuse for 
issuing figures that are misleading. If need be, let the 
Custom House be fifteen or twenty days late, but when 
it puts out a report for the first day or the first week 
of June, or for the whole month of June, the figures 
should honestly and accurately represent actual ship- 
ments made during the day, week or month. 

The Custom House is behind—and must be behind— 
in its statistical work, so why deceive the public or 
itself by making it appear that it is right up to the 
minute. Why gauge the exports by the capacity of 
clerks to turn out statistics; and finally, why pursue 
a system which permits of arbitrary determination of the 
exports of a particular day, week or month—a system 
which innocently affords opportunities for the Adminis- 
tration to manufacture “record” figures at will. 


WORKING TESTS FOR STATE BANK GUARANTY FUNDS 


By order of the district court of Burt County, 
Nebraska, the state guaranty fund will pay de: 
positors of the Farmers State Bank, Decatur, which 
failed last May, $79,051.. This will be a heavy 
drain on Nebraska’s guaranty fund. 

The South Dakota state bank guaranty system 


is to be given its first working test if reports that 
the assets of the Citizens State Bank are insufficient 
to care for the depositors are correct. 
ties attributed to the late president of the bank 


Irregulari- 


caused the banking department to place an exam- 
iner in charge of the institution. 
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INSTITUTE CHAPTERGRAMS 


TLANTA—J. K. Ottley, Vice-President Fourth Na- 
tional Bank, writes: The officers of the Fourth Na- 
tional Bank have always been interested in the success of 
the American Institute of Banking and have endeavored 
from time to time to express this interest by co-operat- 
ing in every way possible with the efforts of the local 
Chapter. The following letter was this week written 
to five of our employees who have completed the work 
necessary to securing certificates from the Institute: 


“The officers of this bank feel sufficient interest 
in the employees of this bank taking part in the work 
of the American Institute of Banking to say to the 
employees that on receipt of a Certificate of Gradua- 
tion from the Institute we will give to the holder check 
for $25. In reaching this conclusion, we believe that it 
is only fair to make it retroactive, and, as one of the 
graduates of the Institute, we take pleasure in enclos- 
ing you herewith our check to your order in the sum 
of $25, with the earnest good wishes of the officers of 
this bank.” 

The following reply is typical of all: 

“I wish to acknowledge receipt of yours of the 9th 
inst., written on behalf of the officers of The Fourth, 
with the enclosure of check for $25. While my appre- 
ciation is ‘understood, I wish especially to thank you for 
the letter accompanying the check. Should I have had 
to make a choice between the two, I would unhesitatingly 
have chosen the letter. 

“While I have been connected with The Fourth Na- 
‘tional Bank only a few years, I consider myself ex- 
ceedingly fortunate in being a part of such a progres- 
sive and thriving institution, so ably officered. This feel- 
ing is general among all the employees of the bank, 
and to my mind can be directly traced to numerous 
such evidences of the interest of our officers in our 
welfare and educational advancement. Our statement 
this morning shows over $10,000,000 on deposit, and I 
trust that it is not out of order for me to offer my 
congratulations, coupled with my sincerest best wishes, 
for an even more phenomenal growth in the future than 
we have enjoyed in the past. Again expressing my ap- 
preciation and thanks for the consideration of your- 
self and associate officers, I am, 


Very sincerely yours 


Feeling that it may stimulate other banks to a 
greater interest in the work of the Institute, I send you 
this information to be used in any way you see fit. 


LBANY—The chapter is enjoying the most progres- 

sive and prosperous year in its history, writes F. H. 
Williams. Thirteen new members were enrolled at the 
November meeting, making ninety-seven new members 
for this year. This brings our total membership up 
to two hundred and ten. The attendance was one hun- 
dred and fifty. A rare treat was enjoyed with an ad- 
dress by Raymond C. Schindler, president of the Schind- 
ler National Detective Agency, New York City. His 
topic was “Detection of Frauds.” An exhibition of a 
dictograph was given by Mr. Schindler and an assistant 
showing a dictograph in actual operation and how it 
is used to obtain evidence for the conviction of crimi- 
nals. The Chief of Police, District Attorney, Justice 
of Police Court, local detectives and experts on crim- 


inology were special guests at this meeting. The study 
classes have an enrollment of nearly one hundred. The 
average attendance at the class on “Principles of Bond 
Investments” on Tuesday nights is thirty-two and at the 
class in “Banking and Finances” on Thursday nights is 
thirty-eight. Ralph Clark, of the National Commercial 
Bank, has taken a position with the Manufacturers Na- 
tional Bank, Troy. Mr. Clark has been with the Na- 
tional Commercial Bank since 1914. He is a member of 
the Tenth Infantry, N. G. N. Y., and has recently re- 
turned from the Mexican border. The study of classes 
are attended by a large delegation of men from Troy. 
We also have men attending from Rensselaer, Alta- 
mont, Amsterdam, Mechanicville and Ballston Spa. 
Practically all the bank officials in Albany and the 
Capitol district are included in the membership. 


ALTIMORE.—According to George C. Requard 

the Chapter is at present having a very interesting 
experience in preparing a course of instruction for men 
who have finished the regular courses and who now hold 
their certificates. A vote was taken among such mem- 
bers to ascertain what the men desired and it was 
found that the majority preferred to devote their time 
to “Accountancy” and “Spanish.” Hence the Educa- 
tional Committee prepared a course in accountancy, has 
secured excellent instructors and expects to present a 
very attractive program for the older members. A 
small fee from each member joining the class is required. 
This is a radical departure from the ordinary procedure. 
The class will begin in a short time and we shall then 
be able to see what effect the new plan will have. We 
were favored with a visit and a talk recently by F. W. 
Ellsworth, Secretary of the Guaranty Trust Co., New 
York. Mr. Ellsworth’s portrayal of the early struggles 
of the various chapters was very interesting and his ex- 
pressions of the present importance and the future de- 
velopments of the Institute were not only pleasing but 
logical as well. The National City Bank of New York 
has again carried off our President, Hilary W. Lucke, 
as it did with his predecessor, Leland Getz. It appears 
that the City Bank has a predilection for Baltimore 
Chapter presidents and while we appreciate the honor 
we nevertheless miss their association. Baltimore Chap- 
ter never has any difficulty in disposing of its ex-presi- 
dents. Somebody in New York generally gets them be- 
fore they become ex. 


eS first round table talk (graduates’ 
meeting) reports Thornton V. M. Fay, was held at 
The Merchants Bank, November 15, at 5 p.m. Check 
collections under the Federal reserve system, the sub- 
ject, and Florrimon M. Howe, cashier of the Federal 
Reserve Bank of Boston, talked to the graduates and 


conducted the discussion. One hundred men are now 
enrolled in the law course which is progressing more 
satisfactorily. Up to November 21 sixty-seven applica- 
tions for membership have been received; total member- 
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ship now over seven hundred and fifty. On De- 
cember 19, 1916, at 7.45 p.m. a lecture on the Massachu- 
setts Income Tax Law will be held at Ford Hall, under 
the auspices of Boston Chapter. The meeting will be 
open to the public. Joseph E. Perry, Income Tax At- 
torney of Tax Commissioners office, Commonwealth of 
Massachusetts, will talk and opportunity for discussion 
will be given. November Chapter night was held at 
Ford Hall; a buffet supper was served in Kingsley 
Hall and was followed by an illustrated lecture on “The 
European War.” Dr. Daniel B. Reardon, of Quincy, 
told about his experiences with the First Harvard Unit 
in France and pictured the various wounds inflicted 
by different shots and shells. Dr. Greenwood exhibited 
a remarkable collection of war relics. 


UFFALO—Louis W. Enslin reports the most in- 

teresting and largest attendance in the Chapter’s 
history. Clay Herrick, of Cleveland, Ohio, gave an in- 
teresting and educational talk on “Corporation Finance,” 
November 2d. The men are showing their interest and 
ability in debating by the manner in which they have 
taken up the work of this class. .On December 19 there 
will be an interesting debate, the subject being “Re- 
solved, That there are greater advantages to a business 
man having an account with a bank organized under 
the laws of New York State than from an account with 
a trust company.” Messrs. Rattray, Hahn and Enslin 
presenting the affirmative, while Messrs. Berger, Geser 
and Haselbauer will present the negative. On Novem- 
ber 28 James Rattray will deliver an address before 
the Credit Men’s Association of Buffalo. 


HICAGO—Raleigh E. Ross writes there was an en- 

joyable and _ instructive illustrated lecture on 
“Forgeries and Disputed Handwriting,” given on the 
evening of November 14th by James I. Ennis, Master 
in Chancery. The new advanced public speaking class 
—limited to twenty-five students—has an earnest and 
enthusiastic membership. Our Forum combines the 
post graduate work with current banking problems. 
Some questions to be discussed are, “What shall we do 
with our new prosperity?” “What is the meaning of our 
huge foreign loans?” “Is the gold standard endan- 
gered?” “How are we to establish an adequate mer- 
chant marine?” “After the war—what?” The debate 
society upon December 4 will debate the question, “Re- 
solved, That the United States army and navy should 
be equal to that of any other nation.” The subject for 
December 18th is, “Resolved, That the Adamson Law is 
a public benefit.” John J. Arnold, vice-president of the 
First National Bank, has consented to act as chairman 
of our banquet committee which assures its success. The 
banquet will be held some time in February. 


LEVELAND—According to H. W. Herrick the open- 
ing meeting of the Chapter held in the new quarters 


in the Euclid ‘Arcade proved most successful. The Very 
Rev. H. P. Almon Abbott, Dean of Trinity Cathedral, 
addressed the 300 present on “Courage.” The member- 
ship committee reported that more than one hundred 
new members have been elected. Chairman Strater, of 
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the educational committee, made the announcement that 
the class in banking and finance will be conducted this 
year by Clay Herrick, of Ernst & Ernst. Three meet- 
ings have since been held and the enrollment is the larg- 
est in the history of the Chapter, one hundred and twen- 
ty-five members signing up for the course. At the sec- 
ond meeting of the Chapter held October 14th, Stanley 
MacMichael, secretary of the Cleveland Real Estate 
Board, was the chief speaker. His subject was “Men 
Who Made Cleveland.” Mr. MacMichael followed the 
history of Cleveland from the time Moses Cleveland first 
landed here, down to the present time, giving some very 
interesting stereopticon views. The initial number of 
“The Junior Banker,’ the Chapter’s monthly publica- 
tion, was launched forth in November. Editor Hill of 
the First National Bank, and his staff of editors, are to 
be congratulated on their very pretentious first edition, 
and we wish them the best of success for the future. 
We are glad to announce the promotion of one of our 
chapter members, Harry Hills, of the Union National | 
Bank. The Union have recently moved into their new 
luxurious quarters on Euclid avenue and have made 
Mr. Hills assistant cashier. 


ACKSONVILLE—With forty-five members enrolled, 

and a majority of these in regular attendance, Jack- 
sonville Chapter has settled down to the business of 
mastering the subject of banks and banking, reports 
John R. Hill. It is expected that the text book will be 
completed and reviewed by January 1, and the subject 
of loans and investments will be taken up at the begin- 
ning of the new year. An interesting and instructive 
talk by Attorney Francis M. Holt of the law firm of 
Marks, Marks & Holt, was a feature of the meeting 
held October 12. Mr. Holt is a former bank man, hav- 
ing been connected with the Florida National Bank for 
several years, before entering the profession of the law. 
At this meeting a motion was made and carried, to the 
effect that the President of the Chapter elected to serve 
during 1917-1918 be ex-officio a delegate to the next 
Institute convention, and it is probable that this rule 
will be followed each year hereafter in the selection of 
delegates to the convention. J. C. Montgomery, who 
was elected last spring to serve as First Vice-President 
during the year 1916-1917, tendered his resignation on 
account of removing to another city, and H. A. Adams 
was elected to succeed him. Through the efforts of the 
President, C. B. Campbell, and Instructor, Frank Tay- 
lor, interest in the Chapter meetings is being well sus- 
tained, and the members are applying themselves to the 
work with unwonted zest. 


ANSAS CITY—On October 17, 1916, the Chapter 

opened the fall work of the educational depart- 
ment. Three classes are being conducted this year; 
they are elementary banking, banking and finance, and 
bonds and investments. An elementary banking class, 
continues C. A. Brockhouse, is: being conducted for the 
benefit of the younger bank men and is in charge of four 
members of the post graduate class. The class in 
banking and finance is in charge of the Chapter’s Edu- 
cational Director, Harry B. Walker. A study of bonds 
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and investments is being undertaken by the post gradu- 
ate members, who have active charge of the work. The 
average attendance at the three classes which meet 
every Tuesday evening has been one hundred and 
seventy-five. As an inducement for the bank men to 
avail themselves of the Chapter’s advantages, some of 
the Kansas City banks are refunding the amount of 
dues and other necessary expenses, to all who do not 
miss more than three regular meetings of their class 
and pass with a grade of 80 per cent. or better. Proctor 
Masters has been made assistant cashier of the New 
England National Bank. Harold Whitcomb, an active 
member of the Chapter, has severed his connection with 
the Fidelity Trust Company and will enter the employ 
of the National City Bank, New York. 


I OS ANGELES—The final registrations for the bank- 
4 ing and finance course have now been made, reports 
A. C. Hoffman. Four hundred and three 
have enrolled. The total membership of the chapter 
has also increased to five hundred and forty-three. At 
the beginning of the season a year book was distributed 
among the bank men of this community, setting forth 
the aims and purposes of our chapter, and it was then 
put up to the consuls in each of the banks to secure 
the enrollments. The result speaks for itself. Five 
lectures have been delivered thus far to the banking and 
finance class and the attendance has made it necessary 
to seek larger quarters to accommodate the 6 o’clock 
class and the 7.30 class. In regard to the Thrift work 
here, the chapter committee on Public Affairs has joined 
forces with the local Y. M. C. A., Thrift committee 
and plans for commuuity advertising are being formu- 
lated, as well as the possible production of a thrift 
film. It is thought that by placing these matters under 
the direction of the Y. M. C. A. more effective work may 
be accomplished. One of the leading motion picture 
theatres here has arranged for the first run of the 
American Bankers Association motion picture, “The 
Dollar and the Law” and the above-mentioned com- 
mittee will co-operate to make its production here a 
success. Word has been received that our former Pres- 
ident, W. H. Thompson, at that time with the National 
Bank of California of Los Angeles, has been elected 
cashier of the Phoenix National Bank, Phoenix, Arizona. 
Our regular monthly open meeting was held Friday 
night, November 17, approximately 500 being present, 
and was addressed by Prof. George S. Sumner, of Po- 
mona College, upon the subject, “The Changes in Mone- 
tary Standards.” He defined this phase of our finan- 
cial history from its inception to present date, with the 
possible effect of the European war upon same. Fol- 
lowing this talk the Torrens Title Act was discussed by 
Earl Neumire and Senator A. W. Thompson, the 
former speaking in the affirmative and the latter in 
the negative. 


members 


ACON—The chapter is hard at work, says G. C. 
McWhirter. The fall season here has been the 
busiest in the history of the city. At the first meeting 
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of the chapter in early October a large representation 
of bank men was present, almost double the number of 
a year ago. President Branan and fellow-members P. 
C. Davis and R. J. Taylor, Jr., gave reports from the 
Cincinnati convention. The class in Practical Banking 
meets each Thursday night, ‘under the leadership of 
Arthur Jackson, who piloted the class last year to a 
successful close. 


‘ ASHVILLE—Since the banquet on October 28 the 
committees on membership and education have 
been very busy. The result is that the membership o} 
the chapter now stands at 122. This is the largest 
membership this organization has ever had. There are 
sixteen enrolled in the practical banking class, forty in 
the bank accounting and loans and investment class, 
which is Part 1 of the standard study course of the 
Institute; six in the post-graduate course, and fiftecn- 
in the public speaking class. The public speaking class 
will meet on Monday night at the Y. M. C. A. at 8 
o'clock, under the auspices of Prof. A. M. Harris. The 
practical banking class, under the direction of Bradley 
Currey, will meet at the Y. M. C. A. on Tuesday 
night at 8 o’clock. In connection with this class there 
will be conducted contests in adding machine, mental 
addition and double extension within a month from the 
first class meeting. There will be also prizes of $1 
to the best in each contest. The class in bank account- 
ing, under the direction of C. E. Johnston, C. P. A., 
will be Thursday night at 8 o’clock at the Y. M. C. A. 
The post-graduate class will be under the leadership of 
Dr. Gus W. Dyer, who has in the past been* such a ° 
good friend of the chapter, and to whom the chapter 
is indebted very largely for what it has already’ ac- 
complished. Nashville Chapter wishes to acknowledge 
the invaluable service refidered them by the speakers at 
its opening banquet, to R. S. Hecht of the Hibernia 
Bank & Trust Company of New Orleans, to Dr. J. H. 
Kirkland, chancellor of Vanderbilt University; to Dr. 
Gus W. Dyer, of the chair of economics, Vanderbilt, 
and to Charles L. Cornelius, attorney. The splendid ad- 
dresses made by all these gentlemen, the evident care 
and thought spent in their preparation, classed the 
opening banquet of Nashville Chapter among the fore- 
most of such occasions in the country, They could not 
have been better or more suited to the occasion. 


NT EW ORLEANS—R. Wm. Brady writes: At our No- 

vember meeting Levering Moore of the Mortgage 
Securities Company addressed the chapter on “Rural 
Credits” which proved a very timely and interesting 
subject, especially so in view of the recent hearing 
before the Federal Farm Loan Board held here. New 
Orleans entertained a number of visiting bankers who 
came down with other business men of the Mississippi 
Valley on the Illinois Central’s new “Panama Limited” 
which inaugurated a twenty-three hour service between 
this city and Chicago. The visitors were taken for a 
trip over the harbor, and through the cotton warehouse 
and grain elevator. 
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EW YORK—According to J. B. Birmingham, the 

General Forum has embarked upon what promises 
to be its most successful year. The Hon. W. P. G. 
Harding, Governor of the Federal Reserve Board at 
Washington, spoke on November 1 on “The Present 
Position and Future Development of the Federal Re- 
serve System,” following an informal dinner at the 
Hotel McAlpin given in his honor. November 15th the 
Hon. O. P. Austin, statistician of sthe Foreign Trade 
Department of the National City Bank, and secretary 
of the National Geographic Society, spoke on “Who's 
Who in 1916 World Commerce.” These two talks were 
of vital interest and set a high standard. On November 
29th C. T. Revere addressed the Forum on “The Im- 
portance of Petroleum Supplies to the American Bank- 
er, and on December 13th Dr. John Franklin Crowell, 
executive officer of the Chamber of Commerce of the 
State of New York will talk on “Readjustments Pend- 
ing in the World Market viewed from the American 
Standpoint.”. Impromptu Forum meetings, held on 
those Wednesday nights when there is no scheduled 
speaket, and composed entirely of informal discussion 
on pertinent topics, are well attended and highly in- 
teresting. Registration in all courses amounts to 650, 
exclusive of attendance at the Forums. The elemen- 
tary and standard banking classes lead with nearly 
two hundred in each. Many of the classes are so large 
that they are split into four quiz sections. There is no 


doubt that better work is being done this year than 


ever before. This year and last have been the most 
critical periods in our history, due principally to the 
fact that we found the educational system of a few 
years ago entirely inadequate for present day needs 
and it therefore had to be replaced by something bet- 
ter. At the same time, in order to bring our courses 
up to the present high standard we had to have greater 
financial backing. This fortunately had been furnished 
to us by the bankers of the city who, when thoroughly 
acquainted with the quality of our service, saw the ad- 
visability of taking steps to assure its maintenance. 
The brunt of the hard work coincident with the re- 
organization amplification and extension of our educa- 
tional courses during these past two years, fell upon 
the shoulders of our President, J. A. Seaborg, and to 
him much credit is due for the success attained and 
the progress achieved. He has given to the chapter 
freely of his time and all of his energy and has labored 
unceasingly and unremittingly for the maintenance of 
its prestige. An innovation in the form of a class in 
mental arithmetic has over 50 men enrolled, and seems 
to fill a long felt want among the younger men. The 
Savings Bank Forum is drawing its customary large 
attendance, meeting from 4.30 to 6.30, and after dining 
together, from 7:30 to 9:30. The Public Affairs Com- 
mittee is talking thrift everywhere. Speakers are be- 
ing furnished to churches, men’s clubs, women’s so- 
cieties, fraternal organizations, automobile clubs, Y. M. 
C. A.’s, shops and factories. The Seaside Section held 
its annual election and the following officers will be in 
charge during the ensuing year: President, H. G. 
deFrece; Vice-President, H. L: Janson; Secretary, Gus 
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Koppel; Treasurer, J. H. Schubert. Their second an- 
nual dinner will be at Healy’s on December 9th. Camp 
for next summer will be continued at Edgemere. A 
Debate Section is under way and all indications point 
to the future defeat of Philadelphia Chapter. The 
post-graduate course, as prescribed by ‘the Institute, 
will begin soon, with Prof. Charles A. Greene in charge. 
The Membership Committee is working hard, particu- 
larly in enrolling new men, and collecting arrears in 
dues. An especial feature of value is the holding of 
“Missionary Meetings” in banks where a propaganda 
about New York Chapter activities is desired. To show 
that our intensive education does not blind us to other 
pleasures we would call your attention to a most suc- 
cessful chapter dance at the McAlpin on November 18. 
On December 8 the chapter men have the pleasure of 
listening to a travelogue on Glacier National Park and 
the Blackfeet Indians, by Laurence D. Kitchell. The 
lecture will be magnificently illustrated by hand-colored 
views and, motion pictures. A grand Christmas rally 
will be held on December 22. Leroy A. Mershon, for- 
merly Publicity Manager of the United States Mortgage 
& Trust Company, has been chosen secretary of the 
Trust Company Section of the American Bankers As- 
sociation. Mr. Mershon has been a chapter member 
for four years, has served on many committees, more 
especially the Publicity Committee, and has been chair- 
man of both the New York Chapter and the Institute 
Publicity Committee. Mr. Mershon is an active mem- 
ber of the Board of: Governors. Philip L. Watkins, 
formerly our Consul at the United States Trust Com- 
pany, has been appointed assistant cashier of the Frank- 
lin Trust Company of Brooklyn. Charles E. Calhoun, 
formerly chief clerk of the Lincoln Trust Company, 
has been appointed assistant secretary of that institu- 
tution. Nelson F. Griffin, formerly manager of the 72d 
street branch of the Lincoln Trust Company, has been 
appointed assistant treasurer of the company. Thomas 


_H. Hunt, who for many years was with the National 


Park Bank, is now representing the new business de- 
partment of the Fifth avenue office of the Metropolitan 
Trust Company. Clarence D. Johnson, formerly with 
the Mechanics & Metals National Bank, is now in the — 
foreign exchange department of the National City 
Bank. J. B. Birmingham, formerly with the Atlantic 
National Bank, is now in the new business department 
of the National City Bank. Ernest K. Satterlee, who 
has been connected with the state banking department 
since 1912, has accepted the treasurership of the Frank- 
lin Savings Bank of New York City, and has also been 
elected a trustee of that institution. Mr. Satterlee is 
a graduate of the Institute and has lectured before 
New York Chapter classes on numerous occasions. 
Adolph F. Johnson, one of the Chapter’s most enthu- 
siastic supporters, recently resigned his position with 
the Irving National Bank to become affiliated with the- 
state banking department in the capacity of examiner. 
Mr. Johnson is a graduate both of New York and 
Brooklyn Law Schools and was admitted to the bar in 
1913. He is a holder of the Institute certificate, a mem- 
ber of the Chapter Educational Committee in charge 
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of the Debate Section, and on the Board of Governors. 
M. F. Bauer, president of New York Chapter in 1903- 
04, was appointed manager of the 49th street office of 
the Pacific Bank on October 6th. W. G. Schaerer, a 
member of the Standard Law Class, has been appointed 
manager of the Hudson Safe Deposit Company of this 
city. 


MAHA—Secretary Phillips writes that the chapter 

opened the year’s work with a banquet on October 
14, 1916. The attendance was large, over ninety mem- 
bers being present including a delegation of twenty 
from Council Bluffs. From the interest manifested in 
the work it looks as if Omaha is to have one of the 
most successful years since the chapter was started in 
this city. Several interesting and instructive addresses 
were given, one of which was by F. A. Cuscaden of the 
Merchants National Bank, Omaha, who told of his ex- 
periences as bank examiner. President W. D. Dressler 
outlined the work for the year, which will\consist of 
classes in public speaking and in the study of the Nego- 
tiable Instruments Act, using the Institute text book. 
A larger attendance than in any previous year is ex- 
pected. 


ITTSBURGH—Pittsburgh Chapter is doing the 
best educational work in its history—which is say- 
ing much—but H. E.- Reed reports that November, as 
usual, is what might be termed an off month for various 


reasons: first, election day fell on the first Tuesday and 
of course it is out of the question to hold our regular 
open meeting. We did hold class but, nevertheless, the 


holiday had its effect. Another reason is that Pitts- 
burgh is one of the few cities supporting two bankers’ 
organizations. In addition to the A. I. B. we have the 
Bankers & Bank Clerks Mutual Benefit Association and 
since its organization they have held their annual ban- 
quet on the third Monday of November. Nevertheless, 


our officers and committees are wide awake and spent. 


this month preparing for greater things later. Our 
total enrollment in the various classes is now 260, and 
still growing. Our Ways and Means Committee has 
arranged for a banner open meeting Tuesday, Decem- 
ber 5th, when we will be addressed by W. J. Flynn, 
Chief of the Secret Service, United States Government, 
who will talk on “Secret Service and Counterfeiting.” 
The problem confronting us is where we are going to 
find space to put our members, for it is certain that 
one of the largest turnouts in our history will be present 
that evening. As Pittsburgh is the stronghold of basket- 
ball, Mr. Naley, our athletic chairman, has organized 
an eight-team A. I. B. Basketball League, which is 
showing splendid results. Plans are now being made for 
our banquet which will be held either the latter part 
of January or the first week of February. Our Presi- 
dent, Mr. Phillips, sent out last month letters to officers 
in each bank asking for co-operation in the work of the 
Institute, and we are glad to say that the response has 
been more than satisfactory. In fact the president of 
one of our largest banks intends holding a meeting of 
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employees to be addressed by the President of Pitts- 
burgh Chapter. 


OCHESTER—The chapter began its activities with 

an open meeting on October 31. At this meeting 
James Rattray, of Buffalo, delivered an address on the 
necessity for taking up the Institute study work, Presi- 
dent Wright reports. Thirty-nine men have registered 
in the banking class of the Institute study course and 
about twenty in the course in business English and 
public address. We have been fortunate in securing the 
services of Dr. John F. Forbes, of the Rochester Busi- 
ness Institute, as the instructor of our banking class. 
Lester O. Wilder, of the faculty of the University of 
Rochester, who had charge of our class in business 
English and public address last season, is again con- 
ducting this class. This year, however, the meetings will 
be held each week instead of once in two weeks as they 
were last season. The factory visits and inspection trips 
will be continued as heretofore. Two have already been 
held, one through the Sherwood Shoe Company’s factory 
and the other through the new Main street sewer tun- 
nel which is nearly completed. Our membership is 
about the same as last year but there seems to be more 
activity and interest in the study classes, the main ob- 
ject of our efforts. 


T. LOUIS—Otto C. Kahl writes that the chapter has 

instituted what has proved to be an interesting pub- 
lic speaking class, under the supervision of Professor 
Curtis, principal of one of the best High schools in the 
country. The attendance in this, the first year of the 
junior class, gives encouragement and has inspired us 
all to greater zeal. 


AN FRANCISCO—The year’s work of the chapter 
is in full swing, writes Secretary Gabriel. Classes 
in banking and finance, commercial law, English, Span- 
ish, French, and accounting are holding regular meet- 
ings with full attendance. Public speaking, the last 
course to start, held its first meeting November 17. We 
have restricted the enrollment to twenty, each required 
to be an Institute graduate. The full number have 
subscribed, a great many of whom are bank officials. 
We are fortunate in having Paul Gerson and Miss Sheri- 
dan as co-instructors. As a text we are using “Hand- 
book on Elocution” by Walter K. Forbes. Vice-Presi- 
dent Wilson, of the Anglo and London Paris National 
Bank, as chairman of our Educational Committee has 
proved a large contributor to the success of this year’s 
work. He has arranged with the prominent business 
men of San Francisco for bimonthly lectures on topics 
of current interest. Paul Sinsheimer, bond expert of 
the Railroad Commission of the State of California, 
delivered the first lecture this month, selecting for his 
subject, “Business supervision of the public utilities of 
California by the Railroad Commission.” He said in 
part: “In the proceedings to regulate public utilities 
the commission has addressed itself to a larger efficiency 
of utility service and has co-operated with the utilities 
to bring about a greater industrial usefulness. The 
problem of the commission is twofold. It is to better 
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the position of the patron where possible by lower rates 
and extended service and to enhance the position of the 
investor through steady or increasing profits. The pur- 
pose of the commission has been to stabilize the position 
of the investor, and the only way that rates can be re- 
duced now is through increased efficiency. This is true 
because the commission has not power to reduce the 
cost of materials and is committed to a high wage 
standard. In accomplishing these results the commis- 
sion is proceeding along certain definite lines,” said he, 
“and these are, first, administrative improvement by 
uniform systems of accounts, cost findings and inven- 
tories; second, by co-ordination of various utilities. This 
has been done by interconnection of all carriers and ef- 
forts to provide transportation for new territory, such 
as Lake county; third, through augmentation of safety 
work; fourth, by prevention of useless duplication of 
plants, which is obtained by protecting utilities against 
competition in their particular field; fifth, by inventive 
processes, such as provision of remedies against inductive 
interference on high-tension wires and by interconnec- 
tion of dissimilar telephone systems; and sixth, by in- 
creased financial efficiency such as the standardizing of 
mortgages and systems of credit.” On November 24, 
B. S. Schlesinger, general manager of the Emporium, 
will speak to our members on his organization, “The Em- 
porium, its policy to the public and its policy to its 
employees.” The Emporium is the largest department 
store in San Francisco. Through our Public Affairs 
Committee arrangements were made to visit the plant 
of the Pacific Gas & Electric Co. Several banks donated 
the use of their machines which carried about seventy- 
five of our members. This was the first one of many 
like trips planned for the year. We have previously 
had the pleasure of listening to lectures by their vice- 
president and general manager, John A. Britton, which 
of course made this later visit to their plant very in- 
teresting. For next month a trip to the plant of the 
Illinois Pacific Glass Co. has been arranged to be made 
in the evening. It is our intention to visit as many as 
possible of the industrial plants in San Francisco. We 
feel these visits of inspection will prove very valuable. 
On November 2d, at noon, we were the guests of the 
Home Industry League of California at luncheon. The 
subject for discussion was “The Educational Activities 
of the San Francisco Chapter.” President Clausen cov- 
ered all of this in his remarks. Mr. Pagen of the Se- 
curity Savings Bank told those present of the work of 
the Spanish class. He spoke entirely in Spanish with- 
out notes for about ten minutes. Mr. Marcus, our past 
president, later translated Mr. Pagen’s remarks into 
English. We claim these two members as products of 
last year’s Spanish class. On November 14 we were the 
guests of the Owl Drug Co. at their monthly managers’ 
meeting. We first listened to their reports of sales 
showing the activity of different lines of goods in San 
Francisco. Later we were privileged to address the 
meeting on the subject, “Judging human nature from 
the banker’s point of view.” William A. Day, assistant 
cashier of the Savings Union Bank and Trust Company; 
F. C. Mortimer, Pacific Coast representative of National 
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City Bank, New York, and John Clausen, Crocker Na- 
tional Bank, spoke on this subject. Our roll of mem- 
bership is still growing. We can now report a total of 
1098. We are fortunate in having L. W. Jenkins, past 
President of the Baltimore Chapter, as chairman of our 
Membership Committee and our large gain is due in no 
small measure to his efforts. Mr. Jenkins reports about 
400 more available bank men in San Francisco for mem- 
bers, merely to announce that his work is not finished. 
We are proud to report recent notable advancements 
of members of the San Francisco Chapter. F. C. Morti- 
mer, a past president of our chapter, has been appointed 
Pacific Coast representative of the National City Bank 
of New York with offices in San Francisco. M. P. 
Lilienthal has been appointed Pacific Coast representa-- 
tive of the Mechanics and Metals National Bank of New 
York with offices in San Francisco. H. G. Larsh has 
been promoted from assistant cashier to cashier of the 
Union Trust Company. 


POKANE—On October 11th the season’s activities 

opened by a meeting held at the Chamber of Com- 
merce which was addressed by Prof. M. M. Beddall, 
who outlined the work of the coming season. The meet- 
ing was also addressed by F. M. March, vice-president 
of the Exchange National Bank, on “Opportunities in 
the Banking Profession;” Congressman C. C. Dill, and 
Joseph W. Bradley, assistant cashier of the old National 
Bank and former vice-president of the Institute. The 
first study class met October 26th, continues J. H. 
Tatsch, at the newly furnished chapter rooms in the 
Exchange National Bank Building. Forty-five bank 
men have enrolled for the winter’s course under the 
direction of Prof. M. M. Beddall of the Lewis & Clark 
High School. Everyone of last year’s students passing 
the examination has enrolled this season. The Economic 
Forum, composed of chapter graduates, senior bank 
men, bank officers and representative business men, held 
their first meeting September 26th. A paper by C. D. 
Randall on “The Direct Primary Law,” was read and 
discussed. The second meeting of the Forum was held 
October 10th at the Gothic Room of the Davenport 
Hotel, where a six o’clock dinner was followed by an 
interesting address by Prof. M. M. Beddall on “Indus- 
trial Strikes: Their Cause, Effects and Possible Reme- 
dies.” The third meeting of the Forum was held Octo- 
ber 24th, when B. H. Kizer discussed the referendum 
measures before the voters at the November 7th election. 
In consideration of the fact that woman suffrage exists 
in Washington, ladies were invited to be present. Geo. 
H. Greenwood, assistant cashier of the Old National 
Bank, led the discussion at the meeting of November 
14th, reading a paper on “The Causes of the High Cost 
of Living.” Charts and diagrams furnished graphic 
illustrations of some of the points under consideration. 
The various causes advanced by writers and economists 
were briefly covered, and the merits and inconsistencies 
of each brough out in a striking manner. Subjects for 
future meetings are being assigned, the next two being 
“Old Age and Unemployment Insurance,” and a debate 
on “The Single Tax.” 
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YRACUSE—For four years Syracuse Chapter has 

taken an active interest in the department of public 
speaking and debating. This branch of work has proved 
to be a success. We attribute much of this success to 
the work of our ex-President, William A. Boyd, writes 
Secretary Porter. Mr. Boyd, who is assistant cashier of 
the First National Bank, has proven repeatedly in inter- 
city debates his ability in debate work. We believe then, 
on the basis of merit, that the choice of President Mc- 
William in making Mr. Boyd chairman of the Public 
Speaking and Debating Committee of the Institute is 
worthy of commendation and Syracuse thoroughly ap- 
preciates the honor conferred. In outlining a program 
for the ensuing year, our Educational Committee has 
placed a course of study before the men that is proving 
of great interest. The practical banking course in- 
cludes lectures to be given by men of ability and promi- 
nence. Each lecture in economics is given by an author- 
ity and a man who is much in demand from coast 
to coast as a lecturer, Prof. Frederick W. Roman, of 
Syracuse University. We have fourteen lectures to be 
given in practical banking by specialists in the various 
departments of bank work. Our Forum work is de- 
signed to be of special interest to chapter graduates. 
It covers the object, origin and development of com- 
merce in the United States. This course is of inesti- 
mable value to the bank man who needs the broad and 
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thorough understanding of the foundation and develop- 
ment of our commercial activities. Our membership is 
increasing and the younger bank clerks are joining in 
large numbers. With the idea of offering what the bank 
men, both graduates and non-graduates, really want, we 
are expecting the most successful year in our history. 

ASHINGTON—The educational work of the chap- 

ter is progressing favorably. The class in wealth 
and banking numbers seventy-five. The other classes 
are proving successful. At the opening meeting of the 
year, continues John A. Patty, President Neuhauser and 
his able board started an active campaign for new mem- 
bers. Up to date the membership has been increased 
over fifty per cent. which result is the best endorsement 
of the means employed. Other chapters desiring to in- 
ject real live enthusiasm in their membership committees 
would do well to communicate with Mr. Neuhauser. At 
some later date we may publish the details of our cam- 
paign in the bulletin. Probably by the time this letter 
is published we will have mailed to each chapter the first 
issue of Washington Chapter News. This our official 
organ is another innovation to be credited to our pro- 
gressive administration. We solicit exchange of the 
publications of our sister chapters, and feel sure our 
own monthly will be helped materially by the ideas of 
the others. 


THE RESERVE BOARD AND THE KERN AMENDMENT 


In a statement issued by the Federal Reserve Board 
giving its interpretation of the Kern amendment to the 
Clayton Act, which provides that, with the permission 
of the Board, an officer or director or employee of a 
bank member of the Federal reserve system may serve 
as such in not more than two other banks provided 
such other banks are not in “substantial competition” 
with the member bank, the following views are pre- 
sented : 

“The Board has considered each case on its own 
merits, but has taken the general position that the mere 
purchase by two banks of commercial paper in the open 
market, or the making of time or demand loans on col- 
lateral securities having a wide market, or the purchas- 
ing of such securities, need not necessarily or invariably 
be considered as indicating ‘substantial competition’ 
within the meaning of the Kern amendment. 

“It is, however, the view of the Board that ‘sub- 
stantial competition’ must be held to exist in cases 


where the resources of the banks are of such magnitude, 
or of such character that the ability of the banks jointly 
to grant or to withhold credit or otherwise to influence 
the conditions under which credit may be obtained, 
might constitute them a dominant factor in the general 
loan market, even though the character of the deposits 
carried by the institutions in question might be quite 
different. In drawing the distinction in various cities 


no fixed rule as to amount of assets could be applied, 
as different lines of demarcation had to he observed, 
suggested by the relative importance of the financial 
institutions involved and the character and scope of the 
markets in which they operate.” 

In passing upon applications the Federal Reserve 
Board is understood to have taken the view that a 
national bank having a savings department and a sav- 
ings bank in the same city are in substantial compe- 


tition. 


a 
| 
042 


Vol. 9 No. 6 JOU 


RNAL OF THE AMERICAN BANKERS ASSOCIATION December, 1916 


MEMBERSHIP CHANGES 


Arizona 


California 


Georgia 


Illinois 


Missouri 


Montana 


New York 


REPORTED DURING NOVEMBER, 1916 


Prescott Prescott National Bank succeeded by Prescott State 
Bank. 


Gilroy Bank of Gilroy succeeded by Bank of Italy. 


Stockton Stockton Savings Bank changed to City Bank. 


American National Bank merged with Atlanta National 
Bank. 


Macon Macon Savings Bank merged with Macon National Bank. 
Chicago Industrial Savings Bank closed. 


Melbourne Farmers Savings Bank merged with Melbourne Savings 
Bank. 


Maysville First National Bank merged with Standard Bank of 
Maysville as First Standard Bank and Trust Company. 


Boonville Central National Bank succeeded by Boonville National 
Bank. 


John Nickerson, Jr., membership transferred to New 
York, N. Y. 


Sidney Yellowstone Valley National Bank consolidated with 
Farmers National Bank as Yellowstone Valley Bank 
and Trust Company. 


Lexington Dawson County National Bank succeeded by Dawson 
County State Bank. 


Buffalo ; Central National Bank merged with Bankers Trust 
Company. 


Third National Bank merged with Manufacturers and 
Traders National Bank. 


Farmers State Bank of Grenora now listed as Farmers 
State Bank, Grenora. 


Hogue and Nance, Bankers, out of business. 
First National Bank succeeded by First State Bank. 


Glenwood State Bank taken over by Columbia State 
Bank, White Salmon. 


Puget Sound State Bank changed to Puget Sound Bank 
and Trust Company. : 


Washington ................Glenwood 
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Idaho 


Illinois........ 


Indiana 


Kentucky 


Louisiana....... 


» Maryland 


Michigan 


Minnesota 


Mississippi........ 


Missouri 
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NEW MEMBERS FROM NOVEMBER 1 TO 30, 1916, INCLUSIVE 


Cordova Bank, Cordova. 

Title Guarantee & Trust Co., Los Angeles. 
Canton Bank, San Francisco. 

First National Bank, Center. 

Merino State Bank, Merino. 

Ellenton State Bank, Ellenton. 

Citizens Bank, Gainesville. 

Farmers & Merchants Bank, Milan. 
Blaine County Bank, Hailey. 


....North Shore Trust Co., Highland Park. 


South Side State Bank, Indianapolis. 
Security Trust & Savings Bank, Cedar Falls. 
Durant Savings Bank, Durant. 


.. Valley State Bank, Gaylord. 


New Cambria State Bank, New Cambria. 

Kansas Reserve State Bank, Topeka. 

Bank of Hopkinsville, Hopkinsville. 

South Louisville Savgs. & Deposit Bank, Louis- 
ville. 


..City Bank & Trust Co., French Market Branch, 


New Orleans. 

Seaboard Bank, Baltimore. 

Seaboard Bank, Park Ave. & Fayette St. 
Branch, Baltimore. 

Dime Savings Bank, Broadway-Park Branch, 


* Detroit. 


Citizens State Bank, Argyle 
Farmers State Bank, Elkton. 
First National Bank, Mapleton. 
Western state Bank, St. Paul. 


. Newton County Bank, Newton. 


Bank of Desloge, Desloge. 

Napoleon Bank, Napoleon. 

Farmers Bank, Whitesville. 

Security Trust & Savings Bank, Billings. 
First National Bank, Richey. 

Farmers State Bank, Rudyard. 

First International Bank, Sweetgrass. 
Farmers & Merchants Bank, Ashland. 
Security State Bank, Atkinson. 

Bank of Commerce, Hastings. 


New Hampshire... . 


New Mexico 
New York 


Pennsylvania...... 


South Carolina... .. 
South Dakota...... 


Tennessee......... 


Wisconsin 


Porto Rico......... 
Mexico, Lower 
California 


Lemoyne State Bank, Lemoyne. 

Potter State Bank, Potter. 

Platte Valley State Bank, Scottsbluff. 

Weston Bank, Weston. 

North Conway Loan & Banking Co., North 
Conway. 

Bank of Des Moines, Des Moines. 

Red Creek National Bank, Red Creek. 

Third National Bank, Walden. 

Citizens Bank, Jeromeville. 

Commercial Bank Co., Martins Ferry. 

Farmers & Merchants Bank Co., Millersburg. 

Farmers Exchange Bank, Antlers. 

National Bank of Okeene, Okeene. 

Farmers National Bank, Tupelo. 

Farmers State Bank, Wheatland. 


. Farmers National Bank, Millheim. 


Old National Bank, New Brighton. 

Sharon Savings & Trust Co., Sharon. 

Home National Bank, Lexington. 

Farmers State Bank, Bison. 

Kimball State Bank, Kimball. 

First National Bank, Salem. 

First State Bank, Strool. 

Dakota State Bank, Tripp. 

Munford Savings Bank & Trust Co., Mun- 
ford. 

Bank of Statesville, Statesville. 

Guaranty State Bank & Trust Co., Gatesville. 

Marlin National Bank, Marlin. 

Runge National Bank, Runge. 

First State Bank, Terrell. 

First State Bank, Trinity. 

First National Bank, Rhinelander. 

Home State Bank, South Milwaukee. 


.Stockgrowers State Bank, Lander. 


State Bank of Wheatland, Wheatland.“ 
Banco Commercial de Porto Rico, San Juan. 


Compania Bancaria Peninsular, S.A., Mexicali. 
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Colorado.......... 
Oklahoma......... 
Kansas.......... 
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Montana.......... 


